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AN  EVALUATION  OF  DEMOCRACY  IN 
NICARAGUA 


WEDNESDAY,  NOVEMBER  8,  1995 

House  of  Representatives, 
Subcommittee  on  the  Western  Hemisphere, 

Committee  on  International  Relations, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  call,  at  10  a.m.  in  room  2200, 
Raybum  House  Office  Building,  Hon.  Ileana  Ros-Lehtinen  presid- 
ing. 

Ms.  Ros-Lehtinen  [presiding].  The  subcommittee  will  now  come 
to  order. 

We  are  very  pleased  to  have  with  us  many  excellent  witnesses 
who  will  talk  about  the  progress  or  lack  thereof  in  Nicaragua  in 
terms  of  democracy,  human  rights,  property  rights,  and  other  im- 
portant issues.  We  are  so  pleased  to  have  our  good  friend,  Amo 
Houghton,  with  us,  who  has  extensive  experience  in  these  issues 
and  he  will  give  us  his  perspective. 

Congressman  Burton,  the  chairman  of  the  subcommittee,  is  de- 
layed at  another  meeting,  but  he  will  be  here  in  a  few  minutes  and 
he  will  then  be  conducting  the  rest  of  the  hearing. 

We  are  pleased  to  have  Mr.  Ballenger  with  us,  who  is  known 
here  as  Mr.  Central  America,  because  he  is  so  involved  especially 
in  getting  a  lot  of  the  supplies  that  churches  and  schools  and  hos- 
pitals need.  He  and  his  wife  have  been  very  involved  in  those  is- 
sues for  many  years  and  we  value  his  input. 

Mr.  Frazer,  who  is  a  dedicated  member  of  our  subcommittee,  rep- 
resents the  Virgin  Islands;  it  is  always  a  pleasure  to  have  him  join 
us. 

In  my  congressional  district,  the  issue  of  Nicaragua,  as  you  can 
imagine,  is  of  extreme  importance.  We  not  only  have  growing  mem- 
bers of  our  community  from  that  beautiful  country  but  they  are 
very  anxious  to  make  sure  that  those  promises  that  were  made  by 
President  Chamorro,  upon  taking  office,  will  one  day  be  realized. 
Some  of  them  have  gone  on  their  way  to  being  implemented  but 
many  of  those  reforms  have  not  fully  been  implemented  and  many 
of  those  are  still  in  the  debating  stages,  unfortunately. 

The  issue  of  U.S.  residency  for  Nicaraguans  is  a  big  concern  for 
my  district.  Along  with  my  colleagues,  Congressman  Bill  Richard, 
Carrie  Meek,  and  Lincoln  Diaz-Balart,  we  are  cosponsors  of  the  bill 
to  grant  U.S.  residency  to  Nicaraguans  living  here  in  exile  even 
though  the  Nicaraguan  Government  does  not  approve  of  such  a 
term  "in  exile"  because  they  believe  that  there  is  a  full  democracy 
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in  that  wonderful  country.  We  wish  that  that  were  so.  We  have 
found  that  not  to  be  quite  the  case. 

And  so  we  have  a  lot  of  hardworking,  honest,  dedicated  tax  pay- 
ing residents  in  our  community,  who  would  like  the  opportunity  to 
become  full-fledged  citizens  of  this  beautiful  democracy  in  the  Unit- 
ed States  and  we  hope,  working  with  the  other  subcommittees,  to 
help  pass  this  bill  and  fully  gprant  political  assylum  and  U.S.  resi- 
dency and  then  U.S.  citizenship  to  these  hardworking  Nicaraguan 
exiles. 

The  issue  of  property  is  another  important  issue  in  my  congpres- 
sional  district.  We  have  many  individuals  who  lost  their  property, 
their  homes,  their  businesses,  and  although  there  has  been  a  proc- 
ess finally  set  up  to  get  those  funds  back  to  those  individuals  who 
lost  their  valuable  property,  many  of  those  individuals  have  been 
in  a  frustrating,  never-ending  bureaucracy  and  have  not  had  their 
properties  returned  to  them,  and  it  is  incredible  that  when  they  do 
get  their  money  returned,  the  moneys  seem  to  be  coming  from  the 
Nicaraguan  citizens  and  not  the  folks  who  illegally  confiscated 
their  property.  So  we  hope  to  explore  these  and  many  other  items 
in  this  important  hearing. 

I  am  very  pleased  to  see  on  the  witness  list  Mr.  Peter 
Sengelmann,  the  Director  of  the  Committee  to  Recover  Confiscated 
American  Properties  in  Nicaragua,  a  constituent  in  my  district,  and 
also  Mr.  Roberto  Arguello,  who  is  involved  with  the  Nicaraguan- 
American  Bankers  and  Businessmen  Association,  another  constitu- 
ent and,  most  importantly,  his  greatest  attribute  is  that  his  son 
and  my  daughter  are  in  the  same  school.  So  we  look  forward  to 
having  Mr.  Arguello's  input. 

We  thank  you,  all  the  witnesses,  for  being  here.  Before  I  recog- 
nize Amo,  I  would  like  to  recognize  Mr.  Ballenger  for  his  com- 
ments. 

Mr.  Ballenger.  Thank  you.  Madam  Chairman. 

Let  me  just  say  I  am  not  going  to  make  a  long  speech  or  any- 
thing but  this  problem  of  property  in  Nicaragua  being  returned,  I 
can  remember,  it  seems  to  me,  6  years  ago  or  5  years  ago  that  we 
were  promised  by  the  government  down  there  that  something  seri- 
ous was  going  to  be  done  and  they  were  going  to  privatize  the  tele- 
phone company  and  take  the  money  to  back  the  bonds  that  they 
were  going  to  give  to  people  for  their  property.  I  was  just  asking 
earlier  had  they  privatized  the  telephone  company  yet?  Five  years 
later,  nothing  has  happened,  and  I  would  say  that  it  appears  to  me 
that  the  opportunity  to  be  able  to  make  the  bonds  that  they  are 
giving  to  these  people  valuable  enough  to  be  willing  to  accept  them 
still  is  a  situation  that  would  be  taken  care  of 

I  would  like  to  apologize  to  the  members  of  some  of  the  panels. 
I  will  come  back  as  soon  as  I  can.  Amo,  I  will  listen  to  you. 

Mr.  Houghton.  You  don't  have  to. 

Mr.  Ballenger.  I  have  got  four  meetings  at  this  time.  Let  me 
shut  up  and  be  quiet.  Thank  you. 

Ms.  Ros-Lehtesien.  Thank  you  so  much. 

Mr.  Frazer. 

Mr.  Frazer.  I  have  no  opening  statement. 

Ms.  Ros-Lehtinen.  Thank  you. 


Ms.  Ros-Lehtinen.  Mr.  Houghton,  it  is  a  pleasure  to  have  you 
with  us. 

STATEMENT  OF  THE  HON.  AMORY  HOUGHTON,  JR.,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  NEW 
YORK 

Mr.  Houghton.  Thank  you  very  much,  Madam  Chairman.  It  is 
a  great  honor  to  be  here  and,  Mr.  Ballenger  and  Mr.  Frazer,  thank 
you  for  letting  me  appear  before  your  panel. 

Just  a  mechanical  thing,  if  I  could,  could  I  revise  and  extend  my 
remarks? 

Ms.  Ros-Lehtinen.  Of  course. 

Mr.  Houghton.  Any  other  testimony  can  be  put  in  the  record? 

Ms.  Ros-Lehtinen.  We  will  make  you  sound  much  more  intel- 
ligent than  you  niight  appear. 

Mr.  Houghton.  That  will  be  easy. 

Well,  let  me  go  into  my  testimony,  if  I  can,  for  just  a  minute. 

I  speak  here  because  I  have  such  a  tremendous  respect  and  won- 
derful, hopefully  wonderful  relationship  with  the  government  and 
many  of  the  people  down  in  Nicaragua.  I  first  went  to  Nicaragua 
in  1988,  with  all  the  university  presidents,  as  Mr.  Ballenger  knows, 
in  my  district,  and  we  went  down  because  so  many  of  the  people 
going  out  and  getting  education  were  going  toward  the  Soviet 
Union  and  the  Communist  bloc.  In  our  little  district,  this  was  all 
privately  funded.  We  had  about  eight  or  nine  people  come  up,  had 
their  education  and  many  of  them  have  gone  back  and  this  was  all 
sponsored,  really,  by  Mrs.  Chamorro.  She  was  then  editor  and  pub- 
lisher of  the  La  Presna  paper  and  she  and  her  family  have  been 
extraordinarily  helpful  in  that  record. 

I  then  went  to  Nicaragua,  as  many  of  us  did,  in  terms  of  the  elec- 
tions. I  went  with  the  United  Nations.  I  went  with  Elliott  Richard- 
son. He  was  the  one  that  sponsored  this.  And  then  several  other 
times,  on  either  business  or  politics  or  because  of  my  family,  my 
wife  and  I  have  taken  two  grandchildren  down  to  Nicaragua.  So  I 
do  think  we  have  a  sort  of  an  allegiance  to  that  country. 

Let  me  just  talk  about  four  issues  which  are  clearly  on  the  front 
of  everybody's  mind  here.  First  is  the  property  claims;  second,  the 
improvement  in  human  rights;  third,  the  economy;  and,  fourth,  the 
electoral  system. 

As  far  as  property  claims,  this  has  been  something  which  has 
stuck  in  our  craw  for  a  long  time,  and  I  know  we  have  a  different 
sense  of  what  the  timing  should  be.  And  it  is  a  difficult  issue,  and 
I  don't  claim  to  be  an  expert  on  this  thing  but  my  sense,  and  it  is 
only  my  personal  sense,  is  the  government  of  Nicaragua  is  commit- 
ted to  resolving  all,  and  let  me  repeat  all,  the  outstanding  property 
confiscation  claims  by  the  close  of  the  President's  term,  whicn 
means  the  end  of  next  year. 

The  government  and  the  United  States  Embassy  in  Nicaragua 
have  established  a  data  base  of  approximately  1,400  U.S.  citizen 
confiscated  property  claims  and  these  are  inherited,  of  course,  by 
the  Chamorro  Government.  At  the  end  of  last  year,  the  total  num- 
ber of  claims  had  been  reduced  to  about  900.  And  the  government 
then  has  undertaken  to  settle  the  remainder  of  those  cases,  about 
300  every  6  months  for  the  succeeding  18  months.  So  as  a  result, 


by  July  1st  of  this  year,  more  than  half  of  these  cases,  including 
the  original  data  base,  have  been  resolved. 

For  some  people,  this  is  not  fast  enough.  There  may  be  particular 
issues  as  far  as  various  places,  the  telephone  company  or  whatever 
it  is,  that  have  not  been  handled  fast  enough.  But  I  feel  that  really 
the  numbers  speak  for  themselves.  And  also,  I  have  great  faith  in 
President  Chamorro.  She  has  made  a  commitment.  She  is  trust- 
worthy. She  has  done  a  wonderful  job  so  far  and  if  anyone  can 
solve  these  property  claims,  I  think  Violeta  Chamorro  can. 

Moving  to  the  area  of  human  rights,  the  government  has  made 
several  moves  to  improving  their  record  here.  As  we  all  know,  the 
last  vear  the  National  Assembly  established  a  new  military  code 
which  substantially  strengthens  civilian  control  over  the  military. 
And  then  we  know  that  Humberto  Ortega,  brother  of  the  former 
Sandinista  leader,  Daniel  Ortega,  has  been  replaced  as  head  of  the 
Nicaraguan  army.  Also,  the  new  code  provides  prosecution  for 
members  of  the  military  through  civilian  courts,  and  that  is  good. 

Just  as  an  aside,  recently  the  Organization  of  American  States 
reported  that  Nicaragua  is  not  identified  in  any  way  as  a  human 
rights  violator,  which  is  a  far  cry  from  what  it  had  been  over  the 
past  few  years.  In  fact,  in  February  of  this  year,  Nicaragua  has 
joined  our  country,  the  United  States,  at  the  United  Nations  to  con- 
demn human  rights  abuses  in  Cuba  and  China  and  other  places. 

Next,  the  economy.  Madam  Chairman,  a  very  quick  evaluation  of 
Nicaragua's  performance  during  the  past  5  years  as  a  democracy. 
The  economic  system  inherited  by  the  Chamorro  administration 
was  sort  of  in  chaos,  and  there  was  a  centrally  controlled  economy, 
in  which  the  state  was  responsible  for,  I  think  it  was  either  40  or 
50  percent  of  the  entire  GDP.  It  might  even  have  been  higher. 
There  was  a  small  and  very  overregulated  private  sector,  and  as 
we  know,  the  market  institutions  were  weak  and  GDP  ultimately 
fell  below  the  1970  level.  That  is  over  a  20-year  period  falling  below 
that  initial  year  in  1970,  and  hyperinflation  was  unimaginable.  I 
mean,  when  you  take  a  look  at  40,000  percent,  it  is  almost  hard 
to  put  your  arms  around  it  and  understand  it.  Then,  of  course,  the 
foreign  debt  soared  and  amounted  to  more  than  six  times  the  value 
of  the  entire  gross  domestic  product  and  that  clearly  exceeded  the 
country's  ability  to  repay. 

So  in  only  5  years,  the  Administration,  I  think,  has  been  able  to 
reverse  most  of  the  negative  economic  trends  far  faster  than  I 
thought  they  would  ever  be  able  to  do.  The  government  embarked 
on  a  conservative  course  and  reform  and  trade  liberalization  and 
also  some  things  like  that.  Inflation  now  is  in  the  single  digits. 
GDP  has  increased,  and  this  is  important,  3.4  percent  last  year,  ex- 
pected to  grow  a  little  higher,  about  4  percent,  in  1995  figures.  And 
this  recovery  is  related  to  a  30  percent  increase  in  the  value  of  ex- 
ports, which  of  course,  as  we  know,  produces  the  hard  currency, 
which  they  need  so  desperately.  In  addition,  a  number  of  social  pro- 
gn^ams,  such  as  improving  the  quality  and  coverage  of  health  care 
and  primary  education,  has  been  instituted. 

Nicaragua  has  also  conducted  an  extraordinarily  far-reaching 
privatization  program,  and  the  state  control  of  private  industry, 
which  was  between  40  and  50  percent,  is  now  less  than  5  percent 
and  it  is  expected  to  virtually  disappear  before  the  end  of  the  year. 


Finally,  let  me  just  say  a  word  about  elections  and  democracies. 
There  is  a  sort  of  a  "triple  transition"  occurring  now  in  Nicaragua. 
It  is  like  the  triple  witching  hour  on  Wall  Street.  The  first  is  going 
from  war  to  peace;  the  second  is  fi-om  a  centralized  to  liberalized 
economy;  and  the  third  ft-om  a  military  dictatorship  to  a  democracy. 
The  Chamorro  administration  is  keeping  the  country  together  dur- 
ing these  transitions,  which  is  not  insignificant. 

Nicaragua  is  a  country  to  be  proud  of.  It  is  a  success  story.  It 
is  in  our  hemisphere,  and  from  a  society  that  was  bitterly  divided 
only  a  few  months  ago,  it  is  something  which  is  being  pulled  to- 
gether with  a  new  sense  of  freedom  and  also  this  concept  of  democ- 
ratization. Not  many  people,  I  think,  realize  that  Nicaragua's  con- 
stitution calls  for  four  branches  of  government:  the  executive,  the 
legislative,  the  judicial,  and  the  electoral.  Nicaragua  boasts  today 
an  active  National  Assembly  representing  probably  too  many  politi- 
cal parties  but  that  is  just  the  way  this  thing  has  worked  out.  But 
the  Assembly  continues  to  pass  pieces  of  legislation  that  are  key  to 
facilitating  the  changes  that  have  occurred  in  Nicaragua. 

In  October  of  next  year,  Nicaraguans  will  return  to  the  polls  to 
elect  a  new  president.  The  people  of  this  small  country  realize  that 
free  elections  are  the  key  to  their  future,  and  it  is  a  really  impres- 
sive thing  to  see  the  impact  and  the  percentage  of  people  who  vote 
and  their  dedication  to  this  new-found  democracy,  which  really  had 
never  existed,  ever,  in  the  history  of  that  country. 

So  Madam  Chairman,  I  am  done,  and  I  just  want  to  thank  you 
for  letting  me  come  before  this  subcommittee.  There  are  problems 
in  Nicaragua.  There  will  continue  to  be.*it  is  a  road;  it  is  not  a  des- 
tination. But  I  am  proud  of  the  country.  I  am  proud  of  the  great 
leadership  and  I  have  high  hopes  for  the  future  for  this  extraor- 
dinary place  in  our  hemisphere. 

Thank  you  very  much. 

Ms.  Ros-Lehtinen.  Thank  you  so  much,  Mr.  Houghton. 

[The  prepared  statement  of  Mr.  Houghton  appears  in  the  appen- 
dix.] 

Ms.  Ros-Lehtinen.  Certainly,  the  issues  that  you  have  high- 
lighted, the  property  issues,  the  human  rights  issues,  the  economy 
problems  and,  of  course,  the  ongoing  process  for  furthering  the 
democratic  process  and  then  leading  up  to  the  upcoming  elections 
are  certainly  very,  very  important  issues.  We  thank  you  for  sharing 
your  insight  with  us. 

You  certainly  have  a  far  more  optimistic  and  a  rosier  picture  not 
just  of  what  is  going  to  happen  soon  in  Nicaragua  but  the  progress 
that  has  taken  place. 

What  do  you  say  to  those  of  us  who  believe  that  that  progress 
really  has  not  been  as  quick  as  it  should  have  been,  the  changes 
and  the  reforms  have  not  been  implemented  in  regard  to  one  of  the 
issues  that  you  point  out,  the  property  issues?  We  have,  at  least 
in  my  congressional  district,  so  many  constituents  who  have  been 
frustrated  with  the  lack  of  progress  and  the  bureaucratic  impedi- 
ments and  only  by  continuous  U.S.  pressure  and  pressure  from  the 
constituents  have  many  of  these  cases  actually  come  to  their  final 
stages,  and  even  then  it  has  been  not  to  their  complete  satisfaction. 
So  I  sense  a  strong  sense  of  frustration  on  the  part  of  my  constitu- 


ents  on  this  issue,  yet  you  feel  there  has  been  a  lot  of  movement. 
What  should  we  say  to  those  constituents  who  feel  that  frustration? 

Mr.  Houghton.  Well,  Madam  Chairman,  let  me  just  say  this: 
That  I  am  frustrated  also,  primarily  because  I  come  from  the  world 
of  business  in  which  decisions  are  made  and  they  are  made  deci- 
sively and  you  can  get  your  arms  around  them.  Democracy  is  a 
messy  process.  It  may  not  go  according  to  our  time  schedule  but  if 
you  take  a  look  at  the  statistics,  in  terms  of  privatization,  in  terms 
of  reduction  of  inflation,  in  terms  of  increase  in  the  gross  domestic 
product,  an  increasing  sort  of  the  sense  of  belief  once  again  in  that 
country,  I  really  am  very  impressed. 

There  are  always  going  to  be  things,  you  and  I  are  exposed  to 
these  many  times  by  some  of  our  constituents,  there  are  always 
going  to  be  things  that  people  don't  like.  But  I  have  always  tended 
to  sort  of  bet  on  people  rather  than  structures,  and  the  people 
down  there  are  behind  Violeta  Chamorro.  She  has  promised  to 
have  solved  this  before  she  gets  out  of  office.  The  record  is  good. 
She  has  done  what  she  has  said  she  would  do.  It  has  been  a  little 
slow  in  coming  but  it  is  happening.  And  I  must  believe  it  will  con- 
tinue to  happen. 

Ms.  Ros-Lehtinen.  But  you  think  U.S.  pressure  would  be  an  im- 
portant point  in  that  or  do  you  think  in  and  of  itself  those  prop- 
erties  

Mr.  Houghton.  Well,  I  think  U.S.  pressure  was  important  be- 
cause I  think  whether  it  was  in  terms  of  property  rights  or  in 
terms  of  getting  General  Humberto  out  of  the  military — I  mean,  I 
do  think  that  the  talks  and  the  pressure  and  a  variety  of  different 
things  that  happened  from  this  country  helped. 

But  I  have  a  sense  now  that  there  is  sort  of  a  self-motivating 
process  going  on  there.  And,  sure,  they  recognize  how  important 
the  United  States  is  and  certainly  they  recognize  that  they  should 
not  be  diametrically  opposed  to  some  of  the  basic  concepts  of  this 
country,  but  I  think  there  is  something  which  is  going  on  inside 
that  I  don't  think  has  to  be  devoting  too  much  from  this  country. 

Ms.  Ros-Lehtinen.  In  the  Sandinista  control  in  Nicaragua,  you 
see  that  every  day.  There  is  less  of  that  and  more  movement  to- 
ward democratic  reforms,  whether  it  is  Sandinista  controlling  in 
the  police  force  or  the  security  forces  or  the  courts  or  in  the  assem- 
bly, that  there  is  less  ruling  from  below,  as  the  Ortega  brothers 
had  promised,  and  more  movement  toward  true  implementation  of 
reforms? 

Mr.  Houghton.  Well,  Madam  Chairman,  I  am  not  the  best  per- 
son to  answer  that  question,  because  I  am  really  not  as  knowledge- 
able as  I  should  be.  But  from  the  impressions  that  I  get  from  the 
people  who  write  to  me,  from  the  personal  talks,  that  reversion  to 
a  totalitarian  system,  whether  it  is  through  the  far  right  or  the  far 
lefl,  I  don't  think  is  a  real  threat  down  there  now.  But  I  am  not 
one  of  the  g^eat  political  prognosticators  of  all  times. 

Ms.  Ros-Lehtinen,  Thank  you,  Mr.  Houghton. 

Mr.  Frazer. 

Mr.  Frazer.  Thank  you.  Madam  Chairman. 

Ms.  Ros-Lehtinen.  You  need  a  microphone.  It  is  easier  for  the 
transcriber. 


Mr.  Frazer.  Mr.  Houghton,  you  said  you  bet  on  people;  you  come 
from  business.  And  I  ag^ee,  we  shoula  bet  on  people,  but  do  you 
believe  in  light  of  the  suggestions  that  Greneral  Ortega  has  been  in- 
volved in,  I  guess  politically  motivated  murders,  a  judicial  system 
that  doesn't  seem  to  have  any  independence,  and  less  than  forth- 
rightness  in  the  government  of  Nicaragua  in  returning  property  to 
American  citizens,  do  you  believe  there  has  been  enough  done  on 
the  part  of  that  government  that  this  government  should  continue 
to  support  it  financially? 

Mr.  Houghton.  I  have  to  look  at  this  in  terms  of  myself,  if  I 
were  all  of  a  sudden  made  President  of  Nicaragua.  I  challenge  any- 
one to  say  that  they  would  have  done  a  better  job  in  this  period 
of  time.  I  thought  it  was  going  to  take  at  least  20  years  to  solve 
the  problems  of  the  economy  and  also  get  people  really  believing 
in  a  system  in  which  they  had  never  been  involved.  I  mean,  even 
before  the  two  previous  regimes,  there  was  no  real  democratic  proc- 
ess there.  So  I  think  that  tney  have  done  an  extraordinary  iob. 

Now,  whether  some  of  the  excess  come  back  or  not,  will  remain 
to  be  seen.  But  you  must  believe  in  the  power  of  this  extraordinary 
woman.  I  mean,  I  have  been  to  political  rallies  with  her  and,  you 
know,  I  don't  know  if  they  are  representative  or  not  but  they  were 
very  impressive  to  me.  And  to  see  the  love  and  the  association  and 
the  feeling  of  identity  people  have  for  this  extraordinary  person. 

The  critical  thing,  of  course,  is  going  to  be  the  next  lap,  who 
takes  over  and  whether  the  National  Assembly  will  be  with  that 
person.  But  as  far  as  Violeta  Chamorro  is  concerned,  I  think  that 
she  is  sort  of  a,  you  know,  a  God-like  figure  down  there.  She  calls 
herself  the  grandmother  of  the  country.  So  people  have  the  most 
important  feeling  about  her  that  vou  can  have  about  a  politician. 
They  trust  her.  And  if  she  says  she  is  going  to  do  something  and 
to  date  has  done  it,  I  have  full  confidence  that  those  things  will  be 
done.  The  question  is:  What  happens  in  the  election  in  1996? 

Mr.  Frazer.  One  more  question.  Mr.  Houghton,  I  believe  every- 
thing you  said  about  the  grandmother  of  the  country,  but  is  she 
enough  of  a  counterbalance  to  the  overall  ties  that  Ortega  and  a 
corrupt  judicial  system  has  with  the  government  of  Nicaragua? 

Mr.  Houghton.  Well,  you  know,  Mr.  Frazer,  I  don't  know  how 
you  curb  democracy,  other  than  going  back  into  a  sort  of  a  quasi- 
totalitarian  system.  There  are  excesses,  and  I  am  sure  there  are  a 
lot  of  latent  powers  who  are  just  waiting  for  Mrs.  Chamorro  to  get 
out  of  office.  But  every  day,  the  process  is  strengthened  and  we 
hope  that  it  is  strong  enough  now  by  not  only  what  she  has  done 
but  what  she  has  meant  and  the  people  that  have  followed  her, 
that  it  will  prevent  any  explosion  or  any  grievances  which  we  all 
have  seen  in  the  past. 

Mr.  Frazer.  Is  it,  therefore,  your  recommendation  that  this  gov- 
ernment continues  to  support  the  Chamorro  Grovernment? 

Mr.  Houghton.  Well,  I  think  so.  You  know,  every  so  often,  there 
are  sort  of,  if  you  will,  crumb  countries  and  I  think  that  Nicaragua 
is  one  of  them.  And  I  asked  myself,  what  is  the  alternative?  Do  you 
stop  supporting  her  and  do  you  turn  vour  back  on  this  extraor- 
dinary record,  within  5  years?  I  don't  know  how  she  has  done  it, 
frankly.  And  I  mean,  I  ask  myself,  I  cannot  believe  the  figures  par- 
ticularly on  inflation,  growth  in  the  economy,  opening  up  a  private 
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industry,  giving  back  private  property.  I  didn't  know  whether  it 
would  be  possible  in  a  democratic  sense  with  that  backlog  of  the 
Sandinistas.  So  I  think  that  we  should  continue  our  support. 

Ms.  Ros-Lehtinen.  Thank  you.  I  think  we  all  agree  that  we 
should  continue  our  support  for  the  process.  I  think  maybe  cen- 
tralizing it  in  one  particular  individual  may  not  be  the  best,  and 
focusing  so  much  on  that  personality,  but  certainly  we  are  all  opti- 
mistic that  those  reforms  will  really  affect  the  working  men  and 
women  of  Nicaragua  and  give  them  the  confidence  in  the  reforms 
that  have  yet  to  be  implemented. 

Mr.  Houghton.  But,  Madam  Chairman,  I  have  had  a  little  bit 
to  do,  over  the  years,  with  South  Africa,  as  you  know.  And,  I  don't 
know,  maybe  Mr.  de  Klerk  or  maybe  Thabo  Mbeki  or  maybe  Cyril 
Rhamaphosa  or  maybe  Buthelezi  or  somebody  else  could  have 
brought  that  thing  together  but  I  am  not  sure.  I  mean,  the  more 
I  look  at  Mr.  Mandela,  he  was  the  right  person  at  the  right  time, 
and  I  feel  exactly  the  same  way  about  Mrs.  Chamorro.  And  you 
know  that  she  doesn't  want  to  run  again.  You  know  that  she  has 
left  an  indelible  imprint.  But  you  have  got  to  bet  on  the  person  who 
is  there  and  sometimes  that  personal  magnetism  makes  a  lot  of 
things  happen  which  wouldn't  have. 

Ms.  Ros-Lehtinen.  Well,  we  thank  you.  Thank  you  so  much, 
Amo.  Thank  you  for  your  insight.  We  look  forward  to  working  with 
you  in  the  coming  months,  a  very  critical  time  for  Central  America, 
most  especially  for  Nicaragua. 

Mr,  Houghton.  All  right.  Thank  you. 

Ms.  Ros-Lehtinen.  Thank  you. 

Mr.  Houghton.  OK 

Ms.  Ros-Lehtinen.  We  were  briefly  joined  by  Mr.  Peter  Deutsch, 
and  I  know  he  has  an  interest  in  all  of  the  issues,  especially  due 
to  the  South  Florida  constituent  interest  in  this  issue,  and  he  will 
be  back.  There  are  just  a  lot  of  meetings  going  on  at  the  same  time 
and  this  is  not  indicative  of  any  interest  level  on  the  part  of  our 
members  of  our  subcommittee.  There  are  just  a  lot  of  conflicting 
schedules  right  now. 

We  are  very  happy  to  have  with  us  now  Mr.  Mark  Schneider  and 
Anne  Patterson,  our  government  witnesses,  who  are  here  with  us. 
The  subcommittee  has  worked  with  them  both  for  many  years  on 
many  issues,  and  we  always  welcome  their  participation  in  our 
subcommittee. 

Mr.  Mark  Schneider  is  the  Assistant  Administrator  for  the  Bu- 
reau for  Latin  America  and  the  Caribbean  and  for  the  Agency  for 
International  Development.  It  is  always  a  pleasure  to  see  you, 
Mark. 

Anne  is  the  Deputy  Assistant  Secretary  for  Central  America  in 
the  Department  of  State  and  is  well-known  in  our  community  be- 
cause of  her  participation  in  the  Cuba  talks  just  a  few  months  ago. 
So  we  thank  both  of  you  always  for  being  here  with  us.  Thank  you. 

I  don't  know  who  would  like  to  go  first.  I  am  not  going  to  get  in 
the  middle  of  that  squabble.  So  we  will  flip  a  coin. 


STATEMENT  OF  ANNE  PATTERSON,  DEPUIT  ASSISTANT 
SECRETARY  FOR  CENTRAL  AMERICA,  DEPARTMENT  OF  STATE 

Ms.  Patterson.  Thank  you,  Madam  Chairman.  Thank  you  for 
inviting  me  here  today.  My  opening  remarks  are  a  brief  summary 
of  my  written  statement,  which  I  understand  will  be  printed  in  the 
full  record  of  this  hearing. 

Ms.  Ros-Lehtinen.  Of  course. 

Ms.  Patterson.  When  Assistant  Secretary  Watson  telephoned 
before  this  subcommittee  just  over  2  years  ago,  Nicaragua  still  con- 
fronted formidable  problems.  Democratic  institutions  were  in  place 
but  partisan  conflicts  among  political  elites  had  paralyzed  the  legis- 
lature. 

The  size  of  the  army  had  been  greatly  reduced  but  no  concrete 
steps  had  been  taken  to  establish  civilian  control  over  the  military. 
Inflation  had  been  brought  under  control  but  the  economy  was  not 
yet  growing  and  creating  jobs.  Political  violence  was  still  wide- 
spread. Administrative  procedures  for  resolving  property  claims 
were  just  beginning  to  show  results. 

Madam  Chairman,  the  situation  today  in  Nicaragua  is  dramati- 
cally improved.  The  National  Assembly  is  vibrant  and  democratic. 
Its  major  accomplishments  include  a  new  military  code  and  a  far- 
reaching  constitutional  reform. 

Steps  to  promote  civilian  control  of  the  military  have  been  taken. 
Among  them:  The  President  appointed  the  replacement  for  the 
longtime  head  of  the  armed  forces.  Civilians  now  oversee  the  mili- 
tary budget  and  civilian  courts  now  have  jurisdiction  over  military 
personnel  accused  of  crimes  against  civilians. 

Constitutional  reforms  shifted  power  from  the  traditional  domi- 
nant executive  to  the  legislature.  They  also  expanded  the  Supreme 
Court,  making  it  more  balanced  and  less  politicized.  The  economy 
is  now  growing  3.2  percent  in  1994.  It  should  increase  about  4  per- 
cent this  year.  There  has  been  a  substantial  decline  in  politically 
motivated  violence.  The  government  has  submitted  human  rights 
cases  that  were  investigated  or  tried  under  the  military  justice  sys- 
tem to  the  civilian  Supreme  Court  for  review.  These  cases  involve 
the  deaths  of  161  combatants. 

Last,  but  far  from  least,  the  government  has  made  substantial 
progress  resolving  U.S.  citizen  property  claims.  Two  years  ago,  only 
119  cases  had  been  resolved.  Today,  there  are  637,  more  than  400 
of  these  in  the  last  year. 

The  Nicaraguans  themselves  deserve  the  credit  for  this  progress 
but  by  pressing  Nicaragua  to  resolve  its  national  problems  in  Nica- 
ragua, a  bipartisan  policy  since  1990  has  effectively  supported  the 
democratic  process  and  strengthened  civil  society. 

In  the  early  years  of  the  Chamorro  administration,  the  Bush,  and 
later  the  Clinton,  administration  provided  significant  balance  of 
payment  support.  We  provide  none  now.  Our  assistance  strategy 
concentrates  on  consolidating  democracy,  promoting  sustainable  de- 
velopment, and  health  in  the  environment. 

Mr.  Schneider  will  provide  you  with  details  of  our  program. 

In  pointing  to  progress.  Madam  Chairwoman,  I  do  not  suggest 
that  Nicaragua  does  not  still  face  significant  challenges.  They  do. 
Let  me  mention  some  of  these.  The  most  immediate  is  a  1996  na- 
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tional  elections.  U.S.  policy  is  to  see  a  second  democratically  elected 
government  inaugurated  in  January  1997. 

We  believe,  and  we  hope  the  Nicaraguan  Grovemment  agrees, 
that  OAS/CIAV  has  an  indispensible  role  to  play  as  a  credible 
international  human  rights  monitor  during  this  period. 

Propertv  remains  a  challenge.  The  Nicaraguan  legislature  is  cur- 
rently debating  two  new  laws,  one  aimed  at  resolving  a  host  of 
property  confiscation  and  land  tenant  issues,  another  to  privatize 
the  state  telecommunication  agency,  TELCOR.  The  proceeds  will  be 
used  primarily  to  back  compensation  bonds. 

We  will  continue  to  press  the  Nicaraguan  Government  to  resolve 
cases  and  to  help  U.S.  citizens  with  their  individual  claims.  Politi- 
cal will  is  also  required  on  human  rights.  Tripartite  Commission 
recommendations  need  to  be  implemented.  Prominent  outstanding 
human  rights  cases  must  be  solved. 

Madam  Chairwoman,  we  work  cooperatively  with  Nicaragua  on 
a  wide  range  of  issues  that  directly  affect  our  own  citizens.  The  Ad- 
ministration believes  that  our  assistance  constitutes  a  good  invest- 
ment in  our  national  interest.  We  appreciate  the  subcommittee's  in- 
terest in  fostering  this  public  discussion.  We  look  forward  to  work- 
ing with  you  to  help  Nicaraguans  reach  their  goal  of  democracy 
and  prosperity. 

Thank  you,  and  I  will  be  pleased  to  answer  any  questions  mem- 
bers of  the  subcommittee  might  have. 

Ms.  Ros-Lehtinen.  Thank  you. 

[The  prepared  statement  of  Ms.  Patterson  appears  in  the  appen- 
dix.] 

STATEMENT  OF  MARK  L  SCHNEmER,  ASSISTANT  ADMmiS- 
TRATOR,  BUREAU  FOR  LATIN  AMERICA  AND  THE  CA- 
RIBBEAN, AGENCY  FOR  INTERNATIONAL  DEVELOPMENT 

Mr.  Schneider.  Madam  Chairwoman,  I  appreciate  the  oppor- 
tunity to  appear  here  this  morning. 

The  committee's  focus  on  the  state  of  democracy  in  Nicaragua  is 
appropriate  and  welcome  for  it  accurately  reflects  the  focus  of  ad- 
ministration policy  in  Nicaragua  and  in  the  hemisphere.  As  the 
Summit  of  the  Americas'  declaration  a  year  ago  in  Miami  noted, 
representative  democracy  is  responsible  for  the  stability,  peace,  and 
development  of  the  region. 

In  Nicaragua,  we  have  a  strong  interest  in  seeing  that  nation 
complete  three  complex  and  difficult  transitions.  These  began  in 
1990,  as  Congressman  Houghton  noted:  From  war  to  peace,  from 
a  centralized  command  economy  to  a  free  market,  and  from  author- 
itarian rule  to  democratic  government. 

Success  in  Nicaragua  also  can  help  consolidate  Central  America's 
democratic  transition,  and  failure  in  Nicaragua  could  begin  to  un- 
ravel that  process  in  a  region  still  struggling  with  a  history  of  con- 
flict, injustice,  and  underdevelopment. 

U.S.  assistance  plays  a  pivotal  role  in  consolidating  these  transi- 
tions and  in  advancing  U.S.  foreign  policy  objectives  in  Nicaragua. 
The  year  ahead,  leading  up  to  national  elections  and  a  new  govern- 
ment, will  be  critical. 

I  think  it  is  important  to  emphasize  that  the  magnitude  of  the 
democratic  challenge  faced  in  Nicaragua  is  impressive.  The  election 


11 

of  President  Chamorro  was  the  first  free  Presidential  election  in 
more  than  a  century,  and  some  might  argue  in  that  country's  en- 
tire history.  Thus,  the  institutions  of  democracy  are  very,  very  new. 
They  require  strengthening.  Democratic  practices  require  deepen- 
ing, and  our  expectations  should  be  tempered  by  that  historical 
perspective. 

When  USAID  returned  to  Nicaragua  in  June  1990,  we  focused  on 
helping  the  newly  elected  government  carry  out  its  mandate  for  po- 
litical change  and  economic  stabilization.  I  think  all  would  a^ee 
that  the  economic  stabilization  goal  has  been  achieved.  The 
Chamorro  Government  has  reduced  annual  inflation  from  over 
13,000  percent  to  12  percent.  The  economy  grew  at  a  rate  of  3.2 
percent  in  1994  and  that,  you  must  remember,  is  the  first  positive 
GDP  growth  in  a  decade.  Exports  increased  29  percent  and  non- 
traditional  exports  actually  rose  57  percent. 

At  the  same  time,  we  supported  the  disarmament  and  resettle- 
ment program  of  the  OAS/CIAV,  financed  critically  needed  medical 
supplies  and  vaccinations  for  children,  and  paid  for  all  new  text- 
books for  Nicaragua's  school  system.  Where  children  used  to  learn 
mathematics  by  counting  grenades,  now  they  are  learning  by 
counting  mangos. 

Our  assistance  strategy  today  remains  concentrated  on  three  pri- 
orities: consolidating  democracy,  accelerating  economic  recovery, 
and  improving  the  health  and  well-being  of  Nicaragua's  people  and 
their  environment. 

On  the  democracy  front,  Nicaraguans  are  resolving  their  dif- 
ferences by  debate  and  dialog,  not  violence.  USAID-financed  pro- 
grams are  promoting  more  political  participation,  transparency, 
and  accountability  in  elections,  in  the  legislature,  in  the  justice  sys- 
tem, and  in  civil  society.  Let  me  just  give  three  brief  examples. 

We  are  helping  the  newly  elected  independent  Supreme  Electoral 
Council  prepare  for  a  free,  fair,  and  transparent  1996  national  elec- 
tion. That  includes  assistance  for  voter  registration,  updating  what 
will  become  the  permanent  voter  list,  poll  worker  training,  and  bol- 
stering the  professional  capability  of  the  council.  We  also  will  assist 
with  the  voter  education  campaign,  and  we  will  fund  five  U.S.- 
based  NGO's  to  field  election  observation  teams  to  evaluate  the 
process. 

With  respect  to  human  rights,  we  support  the  human  rights 
monitoring  activities  of  the  OAS  in  Nicaragua  which  since  1990  has 
resettled  120,000  ex-Resistance  members  and  their  families.  The 
OAS/CIAV  now  deals  with  human  rights  abuses  involving  all  of 
those  directly  affected  by  the  civil  war  and  is  establishing  a  local 
human  rights  monitoring  network.  OAS/CIAV  has  played  a  fun- 
damental role  in  monitoring  the  implementation  of  the  peace  ac- 
cord, and  it  has  mediated  disputes  which  otherwise  could  have 
flared  into  new  conflict. 

With  respect  to  justice,  we  hope  to  establish  a  judicial  training 
center  which  will  serve  as  the  heart  of  Nicaragua's  efforts  to  profes- 
sionalize its  judicial  branch.  We  already  have  trained  some  3,000 
members  of  that  judicial  system,  including  about  150  local  judges 
and  prosecutors  and  more  than  300  court  administrators. 

These  activities  all  seek  to  help  consolidate  Nicaragua's  demo- 
cratic institutions.  More  must  be  done  to  address  the  unresolved 


12 

human  rights  cases  and  to  move  more  quickly  in  promoting  the 
kind  of  systemic  changes  needed  to  strengthen  the  justice  system 
so  that  the  basic  human  rights  of  all  Nicaraguans  are  protected 
and  impunity  ended. 

On  the  economic  front,  our  direct  support  goes  to  help  small 
farmers  diversify,  produce  more  and  sell  more;  to  make  markets 
work;  to  expand  microenterprises;  and  to  promote  environmental 
protection. 

Let  me  share  with  you  two  tangible  results  of  this  effort.  U.S. 
private  volunteer  organizations  are  helping  thousands  of  poor 
microentrepreneurs  around  the  country,  mostly  single  mothers  who 
are  heads  of  households,  to  increase  their  incomes  through  securing 
previously  imattainable  credit.  These  programs  will  make  loans  to 
approximately  44,000  microentrepreneurs,  most  of  them  women. 

A  second  example  is  in  agriculture.  We  are  working  with  the 
Nontraditional  Agricultural  Producers  Association,  and  they  are  as- 
sisting in  production  and  marketing  of  sweet  onions,  baby  com, 
and  squash.  The  value  of  nontraditional  agricultural  exports  rose 
from  $2  million  in  1990  to  $60  million  last  year,  and  we  expect  50 
percent  growth  this  year.  The  USAID  farmer-to-farmer  progpram  is 
a  key  part  of  that  success. 

Obviously,  a  great  number  of  problems  remain.  Fifty  percent  of 
Nicaraguans  are  poor  and  Nicaragua  still  ranks  14th  on  the  list  of 
food-insecure  countries  in  the  world.  Population  growth,  unemploy- 
ment, lagging  private  sector  investment  and  insecurity  of  property 
rights  put  a  tremendous  drag  on  the  economy.  If  left  unaddressed, 
these  problems  could  reverse  the  recent  positive  trends. 

Let  me  just  note  one  thing  with  respect  to  the  property  settle- 
ment issue. 

Both  last  year  and  this  June,  I  led  the  U.S.  delegation  to  the 
Consultative  Group,  which  brought  together  the  international  com- 
munity to  look  at  Nicaragua's  economic  progress.  There  was  a  con- 
sensus, an  international  consensus,  that  settling  the  property 
rights  issue  is  not  merely  a  U.S.-Nicaragua  concern.  It  is  a  concern 
of  the  entire  international  community,  and  a  great  deal  of  pressure 
was  brought  to  bear  by  the  international  community  to  emphasize 
its  view  that  this  is  essential  to  economic  progress  in  the  country. 

On  the  social  front,  our  assistance  strategy  focuses  on  improving 
the  education  and  health  of  the  most  vulnerable  Nicaraguans.  For 
example,  in  1990,  there  were  600  deaths  attributable  to  measles. 
In  1994,  there  were  three.  Immunization  coverage  has  climbed  now 
to  88  percent.  Infant  mortality  has  dropped  nearly  30  percent  since 
1990  from  72  deaths  per  1,000  live  births  to  51  this  year.  We  think 
that  our  assistance  program  has  enjoyed  a  significant  degree  of 
success. 

However,  there  is  still  much  to  do.  One  example  is  education. 
While  access  to  education  is  generally  nationwide,  problems  remain 
with  respect  to  quality.  Only  one  of  every  four  students  who  enter 
first  grade  completes  the  sixth  grade.  That  gives  you  some  idea  of 
the  challenge  ahead  in  terms  of  strengthening  the  education  sys- 
tem in  the  country. 

We  are  working  on  teacher  training,  curriculum  reform,  new 
textbooks  and  supporting  decentralization  in  public  schools. 
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Finally,  members  of  the  subcommittee,  let  me  note  that  in  the 
end  it  is  Nicaraguans  who  must  craft  their  own  solutions  to  their 
development  challenges.  The  good  news  is  that  they  are  attempting 
to  do  just  that.  Our  challenge  is  to  stay  engaged,  to  assist  the  de- 
velopment process,  and  to  support  a  successful  transition  to  a  sec- 
ond democratically  elected  government.  I  believe  that  we  are  carry- 
ing out  policies  tnat  should  have  bipartisan  support,  that  reflect 
U.S.  values  and  that  deliver  measurable,  positive  results  in  terms 
of  U.S.  interests. 

We  need  sufficient  resources  to  see  this  process  through.  Just  as 
the  Nicaraguans  must  have  the  political  will,  we,  too,  need  the  po- 
litical will  to  stay  the  course  and  help  the  Nicaraguan  people  com- 
plete their  long  journey  to  democracy. 

Thank  you  so  much. 

Ms.  Ros-Lehtinen.  Thank  vou  so  much. 

[The  prepared  statement  oi  Mr.  Schneider  appears  in  the  appen- 
dix.] 

Ms.  Ros-Lehtinen.  I  have  a  series  of  questions  related  to  the 
confiscated  property  issues  in  Nicaragua.  I  will  begin  some  of  the 
questions  and  then  ask  my  colleagues  to  ask  their  questions,  and 
then  if  we  have  time,  I  will  continue  with  that,  and  also  human 
rights  questions  as  well. 

I  think  that  there  has  been  a  little  bit  of  a  different  analysis  tak- 
ing place  between  the  constituents  whom  I  represent,  and  the  anal- 
ysis by  your  different  offices  regarding  the  status  of  confiscated 
property  in  Nicaragua.  Our  numbers  indicate,  from  the  people  who 
have  contacted  me,  that  most  of  those  cases  that  are  so-called  "re- 
solved" are  actually  resolved  with  bonds  that  are  practically  worth- 
less. 

Presently,  our  indications  are  that  they  are  worth  20  cents  on 
the  dollar,  and  there  are  many  more  claims  than  what  we  have  re- 
ceived from  the  U.S.  Grovemment  who  really  have  not  had  their 
property  issues  resolved.  Relatively  few  have  been  settled  and 
fewer  yet  have  been  returned  to  their  legitimate  owners.  They  get 
these  bonds  that  are,  as  I  say,  almost  worthless.  And  we  have  some 
real  cases  that  I  don't  need  to  go  into  here  at  this  hearing,  but  if 
this  week  I  could  turn  them  in  to  you  to  see  how  differently  we 
view  this  issue  of  claims  being  resolved? 

Ms.  Patterson.  Certainly. 

Ms.  Ros-Lehtinen.  I  think  it  is  a  term  of  art  that  perhaps  my 
constituents  see  it  as  getting  back  their  money  or  getting  back 
their  property,  reclaiming  title,  something  that  is  different  from  the 
way  the  U.S.  Government  perceives  the  Nicaraguan  Government  as 
having  those  cases  resolved. 

Now,  in  your  figures,  how  many  of  the  people  have  filed  to  get 
their  property  back,  to  be  compensated  in  terms  of  the  value  re- 
corded in  the  municipal  assessment  registers?  Is  that,  first  of  all, 
what  you  consider  to  be  the  true  value? 

What  happens  if  these  records  of  assessment  are  not  available? 
The  person  then,  of  course,  always  has  the  right  to  appeal  and  they 
have  this  administrative  mechanism  that  is  available,  or  under  the 
attorney  general's  office  or  the  courts,  but  how  effective  have  these 
entities  been  in  doing  this?  Do  they  have  the  proper  resources  to 
look  at  these  claims? 
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Have  they  been  able  to  remain  impartial,  which  is  one  of  the  key 
issues  that  my  constituents  are  worried  about  how  impartial  these 
mechanisms  have  been.  So  if  you  could  elaborate  on  your  testimony 
about  real  problems  and  whetner  they  have  the  resources  available. 

Ms.  Patterson.  I  think  on  the  question  of  the  mechanism,  there 
has  been  great  improvement  over  the  past  few  years.  The  donors, 
under  the  auspices  of  the  United  Nations  development  program, 
and  certainly  with  the  assistance  of  AID,  have  set  up  a  one-stop 
shopping  center  that  enables  the  claimants  to  at  least  present  their 
documents  in  one  place. 

Ms.  Ros-Lehtinen.  And  that  place  would  be? 

Ms.  Patterson.  The  Office  of  Valuation.  And,  again — our  under- 
standing is  that  most  of  these  valuations  have  improved  in  recent 
years.  If  you  do  not  like  the  valuation  from  the  office,  you  can  ei- 
ther appeal  to  the  courts  or  in  a  number  of  cases  the  government 
and  the  claimant  have  agreed  to  hire  an  outside  arbiter  to  evaluate 
the  property. 

Ms.  Ros-Lehtinen.  And  this  outside  person  would  be  some- 
one  

Ms.  Patterson.  Jointly  agreed  to. 

Ms.  Ros-Lehtinen  [continuing].  Jointly  agreed  to? 

Ms.  Patterson.  Yes. 

Ms.  Ros-Lehtinen.  And  the  issue  of  resolve,  does  our  Embassy's 
definition  of  resolving  differ  from  the  Nicaraguan  Government's 
definition  or  the  original  owner's  definition? 

Ms.  Patterson.  No.  The  Embassy  does  not  record  the  cases  re- 
solved until  the  claimant  tells  the  Embassy  that,  in  fact,  he  or  she 
is  satisfied. 

The  issue  you  are  raising  is  the  value  of  the  bonds,  however. 
And,  of  course,  our  judgment  is  the  bonds  are  not  prompt,  effective, 
or  adequate  compensation.  But  we  are  very  hopeful  that  the  value 
of  the  bonds  will  rise  once  the  TELCOR  legislation  is  passed,  which 
we  hope  will  be  sometime  before  Christmas. 

Ms.  Ros-Lehtinen.  What  kind  of  improvements  do  you  foresee  in 
the  coming  months  in  these  mechanisms?  You  say  about  this  one- 
stop  shop.  How  long  has  that  been  in  implementation  now? 

Ms.  Patterson.  Well,  that  has  been  in  effect  for  about  a  year. 

Ms.  Ros-Lehtinen.  And  you  think  that  it  has  been  an  improve- 
ment? 

Ms.  Patterson.  It  has  certainly  improved  the  speed  of  adjudica- 
tion of  cases.  With  the  TELCOR  legislation,  if  the  government  real- 
izes what  they  expect  to  realize,  which  is  something  in  excess  of 
$100  million,  this  will  provide  money  both  to  redeem  and  to  back 
the  bonds. 

Also,  in  recent  months,  there  has  been  some  improvement  in  de- 
veloping a  secondary  market  for  these  bonds.  You  can  now  use 
them  to  pay  your  taxes  or  pay  your  utility  bills  at  face  value.  These 
efforts,  too,  should  help  increase  the  value  of  the  bonds. 

Ms.  Ros-Lehtinen.  Now  the  problem  of  less  resources — they 
seem  to  have  less  resources  now  available  to  resolve  these  issues, 
and  then  the  problem  becomes,  is  the  Chamorro  Grovernment  more 
inclined — because  of  facing  the  severe  lack  of  resources — to  process 
these  property  claims  making  decisions  that  are  not  financially 
sound,  helping  to  check  off  something  that  says  these  cases  have 
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been  resolved  when,  in  reality,  the  person,  the  legal  owner,  is 
shafted  because  he  is  getting  less  than  what  he  should  be  getting, 
but  it  allows  the  Nicarag^an  Government  to  check  off  that  case 
and  all  the  numbers  we  have  here  of  all  of  these  claims  that  have 
been  satisfied. 

I  gfuess  bv  chance  most  of  those  people  are  not  in  my  district, 
probably  a  lot  of  dissatisifed  Nicaraguan  holders  of  property,  but 
I  guess  there  are  just  not  too  many  of  them  in  Dade  County  be- 
cause I  am  sure  I  would  hear  from  them. 

So  do  you  think  that  this  could  be  a  problem,  that  in  their  hurry 
to  beef  up  these  numbers  and  make  the  record  look  so  good,  they 
have,  in  turn,  more  dissatisfied  property  owners? 

Ms.  Patterson.  Well,  I  think  the  problem  is  that  people  are  get- 
ting paid  in  bonds  that  are  worth  only  20  percent  of  face  value. 

Ms.  Ros-Lehtinen.  Right. 

Ms.  Patterson.  Eventually,  we  may  have  to  consider  the  espous- 
al of  some  of  these  claims,  which  the  U.S.  Government  is  certainly 
prepared  to  consider  at  a  later  date.  But  for  the  short  run,  at  least, 
the  best  hope  seems  to  be  to  increase  the  value  of  the  bonds.  There 
is  about  $124  million  in  outstanding  bonds  that  have  been  issued 
to  U.S.  citizens. 

Ms.  Ros-Lehtinen.  How  would  those  be  increased  in  value? 

Ms.  Patterson.  Well,  what  the  legislation  anticipates  is  that 
TELCOR  will  be  sold  to  an  outside  investor,  and,  frankly,  these 
telephone  companies  have  been  extremely  profitable  all  over  Latin 
America,  and  roughly  80  percent  of  the  proceeds  of  TELCOR,  which 
is  somewhere  between  $100  and  $150  million,  would  be  used  to 
back  or  redeem  the  bonds. 

Ms.  Ros-Lehtinen.  And  you  think  that  perhaps  these  bonds,  be- 
cause of  their  low  face  value,  it  has  been  one  of  the  issues  that  the 
U.S.  citizens  are  unwilling  to  resolve  claims  as  long  as  the  govern- 
ment offers  this  compensation  at  such  a  low  value? 

Ms.  Patterson.  Well,  almost  certainly.  And  some  are  holding  on 
to  the  bonds  to  see  if  they  increase  in  value  as  well. 

Ms.  Ros-Lehtinen.  And  you  are  optimistic  that  that  will  hap- 
pen? 

Ms.  Patterson.  We  are  reasonably  optimistic  that  that  will  hap- 
pen. 

Ms.  Ros-Lehtinen.  Now  the  Clinton  administration  has  stated 
that  it  hopes  to  resolve  all  of  the  claims  by  July  of  this  coming 
year.  How  realistic  is  this  and  what  action  should  the  United 
States  take  if  this  is  not  accomplished? 

Ms.  Patterson.  Well,  Mrs.  Ros-Lehtinen,  I  think  sustained  con- 
gressional pressure  and  sustained  interest  by  the  executive  has 
been  very  critical  in  resolving  these  claims.  But  I  would  like  to 
point  out  that  we  are  optimistic  these  cases  will  be  resolved,  but 
we  have  added  an  additional  200  cases  this  year  alone  to  our  data 
base.  As  people  are  naturalized,  they  present  their  case  to  the  U.S. 
Embassy  where  they  receive  enhanced  consular  assistance.  We 
think  the  Nicaraguans,  as  the  Congressman  said  before  me,  now 
believe  they  have  to  do  this  to  get  private  investment.  They  are 
committed;  they  have  told  us  repeatedly  they  are  committed  to  re- 
solving all  16,000  cases  of  Nicaraguan  citizens. 
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Ms.  Ros-Lehtinen.  Who  is  committed,  the  Chamorro  Govern- 
ment? 

Ms.  Patterson.  The  Chamorro  Government. 

Ms.  Ros-Lehtinen.  So  you  believe  the  Chamorro  Government 
has  been  aggressive  in  enforcing  this  return  of  property  and  they 
have  been  helpful? 

Ms.  Patterson.  I  believe  in  recent  years  there  have  been  enor- 
mous improvements  in  this  process,  both  in  terms  of  political  will 
and  in  terms  of  administrative  support  and  also 

Ms.  Ros-Lehtinen.  I  think  you  are  right  in  terms  of  improve- 
ment because  when  you  start  at  zero  you  have  got  to  improve.  I 
just  wouldn't  classify  that  as  great  improvements.  Certainly  start- 
ing at  ground  zero,  there  is  nowhere  to  go,  but  even  if  you  have 
one  case  resolved,  then  you  can  say,  well,  we  have  made  improve- 
ment when  they  were  doing  none.  But  you  do  sense  a  great  deal 
of  frustration  from  the  property  owners? 

Ms.  Patterson.  Oh,  of  course.  We  hear  from  these  property  own- 
ers. 

Ms.  Ros-Lehtinen.  That  they  are  not  satisfied  at  all. 

Ms.  Patterson.  All  the  time,  as  you  do.  Again,  I  think  if  you 
look  at  the  cases  over  time,  the  rate  of  adjudication  of  these  cases 
has  accelerated  quite  considerably,  with  a  lot  of  outside  assistance 
through  AID,  through  the  multilateral  lending  agencies.  And  I 
think  if  these  property  owners  will  hold  on  a  little  longer,  they  will 
see  the  value  of  these  bonds  rise  quite  markedly. 

Mr.  Schneider.  It  seems  to  me  that  over  the  past  2V2  years  the 
government  of  Nicaragua  has  finally  recognized,  as  a  result  of  our 
pressure  and  the  international  community's  pressure,  that  private 
investment  in  Nicaragua,  domestic  and  external,  is  not  going  to 
come  about  until  this  issue  is  resolved.  Once  they  recognize  that, 
they  will  begin  to  put  in  place  the  mechanisms,  including  naming 
a  Vice  Minister  of  Property;  the  one-stop  shop  in  terms  of  having 
one  place  where  everyone  can  go;  accepting  the  need  to  really  move 
forward  on  TELCOR  privatization;  and  begin  to  move  on  the  prop- 
erty law.  They  have  begun  both  in  terms  of  their  procedures  and 
in  terms  of  actions,  to  demonstrate,  I  think,  a  recognition  that  it 
is  crucial  to  their  own  hope  for  private  investment  in  the  country. 

Ms.  Ros-Lehtinen.  But  you  would  agree  that  it  would  lend  more 
credence  to  their  claim  of  being  so  forthright  in  processing  these 
claims  if  these  Nicaraguan  officials  would  not,  in  fact,  be  living  in 
illegal  confiscated  property?  That  would  certainly  help  in  the  Unit- 
ed States  beginning  to  think  that  the  Chamorro  Government  is  ac- 
tually actively  pursuing  the  satisfaction  of  these  property  claims. 

There  have  been  reports  throughout  the  years  that  Nicaraguan 
officials,  whether  from  the  failed  Sandinista  Communist  regime  or 
the  Chamorro  Government,  whether  they  are  members  of  the 
courts  or  police  or  security  forces  or  different  high  officials,  who  are 
living  in  illegally  confiscated  U.S.  property  and  that,  it  seems  to 
me,  that  if  an  administration  would  be  up  front  about  wanting  to 
confront  these  issues,  those  are  the  very  first  symbolic  high  profile 
kinds  of  cases  that  I  would  resolve.  And  when  I  don't  resolve  those, 
it  makes  us  think  that  they  are  not  truly  on  board. 
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How  many  of  those  types  of  cases  do  we  still  have  of  government 
officials,  whether  past  administrations  or  current  ones,  who  are  liv- 
ing in  these  illegally  confiscated  properties? 

Ms.  Patterson.  We  think  we  have  about  12  cases. 

Ms.  Ros-Lehtinen.  Wouldn't  you  think  that  those  would  be  some 
of  the  cases — everyone,  we  are  all  the  same  and  we  all  want  to 
have  those  resolved.  But  I  think  as  an  Administration  official,  sure- 
ly I  would  want  to  clean  up  my  own  act  and  get  rid  of  those  cases. 

Mr.  Schneider.  We  agree  with  you. 

Ms.  Ros-Lehtinen.  How  are  they  going  to  go  on  to  other  cases 
if  they  still  have  12  of  those  cases? 

Mr.  Schneider.  We  have  made  the  same  point  to  the  govern- 
ment and  argued  the  same  position  that  you  have  just  put  forward. 

Ms.  Ros-Lehtenen.  But  it  is  because  they  know  that  they  are 
going  to  get  U.S.  aid  and  they  are  continuing  to  get  U.S.  support 
whether  they  resolve  those  issues  or  whether  they  don't.  I  mean, 
there  is  nothing  that  we  are  holding  over  them  to  make  them  re- 
solve those  issues. 

Mr.  Schneider.  They  have  resolved 

Ms.  Ros-Lehtinen.  I  don't  wish  to  say  these  12  are  more  impor- 
tant than  others.  I  just  think  as  an  Administration  official  I  would 
surely  try  to  get  the  hypocrite  label  off  my  back  and  do  those  first. 

Ms.  Patterson.  But,  Madam  Chairman,  they  have  resolved  53 
of  these  cases.  Again,  it  helps  to  look  at  where  they  have  started 
and  how  far  they  have  come  in  this  respect.  That  is  not  sufficient. 
I  couldn't  agree  with  you  more.  Some  of  these  53  cases  are  ex- 
tremely complex  legally  and  involve  multiple  holdings;  they  have 
resolved  53  and  there  are  12  left.  And  believe  me,  the  Embassy  is 
working  vigorously  with  the  claimants  to  help  resolve  these  out- 
standing cases. 

Ms.  Ros-Lehtinen.  And  I  don't  know  which  cases  those  refer  to 
and  I  will  be  glad  to  discuss  those  with  you  after  the  hearing,  but 
I  would  imagine  that  those  legal  property  owners  are  hesitant  also 
to  resolve  it  as  quickly  as  they  can  because  what  are  they  going 
to  get?  They  are  going  to  get  these  bonds,  so  it  is  really  sort  of  a 
catch-22  that  the  U.S.  Government  would  like  Nicaragua  to  resolve 
it.  Yet,  the  property  owner,  how  anxious  should  he  be  to  resolve 
that  claim  when  he  is  going  to  get  a  worthless  bond  or  something 
that  is  just  not  of  the  same  value  and  least  of  all  get  the  property 
back? 

Ms.  Patterson.  Madam  Chairman,  surprisingly,  some  of  those 
cases  have  been  resolved.  This  is  the  one  category  of  cases  that 
have  been  resolved  with  cash  payments,  because  often  the  govern- 
ment official  who  lives  in  the  house  will  simply  pay  the  American 
claimant  for  the  property. 

Ms.  Ros-Lehtinen.  And  in  terms  of  the  cash  payment,  would 
they  be  of  comparable  value  of  the  property? 

Ms.  Patterson.  In  several  cases,  in  fact,  it  has  represented  mar- 
ket value. 

Ms.  Ros-Lehtinen.  How  does  the  Chamorro  Government  decide 
which  properties  are  returned  and  which  are  compensated? 

We  brought  up  the  fact  that  some  get  the  bonds  and  some  get 
the  cash.  Is  it  an  agreement  that  both  parties  work  out?  Does  the 
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Embassy  get  involved?  The  courts?  How  does  it  determine  which 
ones  will  be  returned  and  which  ones  will  be  compensated? 

Ms.  Patterson.  Well,  generally  speaking,  those  properties  who 
are  held  by  cooperatives  or  small  land  owners  are  not  returned. 
Those  owners  are  compensated  in  bonds.  In  about  167  cases,  how- 
ever, the  property  has  been  returned  directly  to  the  owner,  and  this 
has  worked  out  directly  with  the  claimant  and  often  with  Embassy 
assistance. 

Ms.  Ros-Lehtinen.  Thank  you. 

I  am  going  to  recognize  Mr.  Ballenger,  and  also  we  have  two 
questions  that  were  submitted  by  Representative  Bachus.  If  I  could 
read  them,  Mr.  Ballenger,  and  they  can  respond  before  you  speak. 

To  what  extent  have  you  had  success — and  I  know  some  of  these 
you  have  already  answered  but  if  you  could  respond  for  the  record 
for  Mr.  Bachus — to  what  extent  have  you  had  success  in  solving 
property  confiscation  cases  in  Nicaragua? 

What  do  you  think  has  prevented  that  kind  of  success  in  Hon- 
duras which  has  50  or  more  cases  involving  property  owned  by 
Americans  at  this  time?  And  are  there  other  countries  that  have 
as  poor  a  record  in  this  area  as  Honduras? 

What  kind  of  pressure  should  the  U.S.  Grovernment  put  on  these 
governments  to  return  these  properties  to  their  rightful  American 
owners? 

Ms.  Patterson.  Regarding  Honduras,  Madam  Chairman,  the 
number  of  cases  is  considerably  less,  quite  dramatically  less  than 
Nicaragua.  And  they  are  concentrated  in  one  area  of  a  resort  that 
has  gone  bankrupt.  And  we  are  pressing  and  have  pressed  the 
Honduran  Government  hard  on  these  cases. 

A  number  of  these  properties  have,  in  fact,  been  returned  to  their 
American  owners.  But  like  the  situation  in  Nicaragua,  the  Em- 
bassy is  very  actively  involved  in  pursuing  these  cases.  It  is  just 
the  scale  of  the  problem  is  much,  much  smaller  than  in  Nicaragua. 

Ms.  Ros-Lehtinen.  Thank  you.  Mr.  Ballenger. 

Mr.  Ballenger.  Thank  you,  ma'am. 

To  whomever  might  venture  an  answer  to  this,  I  think  Antonio 
Lacayo  told  me  4  years  ago  that  we  were  going  to  privatize  the 
telephone  company  and  every  time  I  have  met  with  him  since  then 
he  is  going  to  privatize  the  telephone  company.  So  4  years  later 
they  are  still  saying  we  are  going  to  privatize  the  telephone  com- 
pany. 

I  realize  that  the  legislative  body  and  the  Administration  don't 
necessarily  see  eye  to  eye  on  a  lot  of  things  but  what  is  the  excuse 
they  have  got  for  not  having  done  it  in  a  period  of  4  years? 

Ms.  Patterson.  Mr.  Ballenger,  there  was  no  legislature  to  ad- 
dress this  issue  until  last  year.  AID  had  a  very  excellent  program 
with  Price  Waterhouse  which  provided  technical  advice  in  drawing 
up  the  TELCOR  privatization  law.  It  just  takes  a  long  time  and  it 
has  been  a  very  contentious  issue  within  Nicaragua.  It  is  still  a 
contentious  issue  as  is 

Mr.  Ballenger.  In  what  way  is  it  contentious? 

Ms.  Patterson.  Well,  how  much  of  the  telephone  company  do 
you  sell  off?  How  much  exclusive  service  do  you  provide? 

Mr.  Ballenger.  Who  keeps  what  is  left? 
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Ms.  Patterson.  Some  of  it  will  be  sold  to  employees  but  the  gov- 
ernment will  keep  some  of  it.  They  will  sell  off  50  percent  plus  one 
share.  So  it  will  be  privatized  in  a  legal  sense. 

Mr.  Ballenger.  But  there  are  other  areas  of  industry  that  have 
been  owned  by  the  government  that  have  been  privatized. 

Ms.  Patterson.  Certainly. 

Mr.  Schneider.  About  350  formerly  state-run  companies  have 
been  privatized  since  1990  as  a  result  of  the  program. 

Mr.  Ballenger.  What  happened  to  that  money,  the  privatiza- 
tion— when  it  went  private,  who  got  the  money? 

Mr.  Schneider.  In  most  instances,  either  the  employees  or  co- 
operatives that  took  over  or  the  funds  went  back  to  the  govern- 
ment. 

Mr.  Ballenger.  At  one  time  when  I  was  there,  it  was  fairly  obvi- 
ous that,  as  vou  say,  if  you  have  a  small  group  of  poor  people  that 
were  proceeas  of  the  property,  then  you  don't  have  to  worry  about 
it.  It  seemed  to  be  a  very  well-organized  operation  that  you  could 
arrange  your  group  of  people  to  come  seize  the  place  so  we  don't 
have  to  worry  about  returning  it. 

Mr.  Schneider.  There  is  now  a  property  law  currently  moving 
through  the  legislature.  It  passed  on  first  reading,  I  believe  last 
August,  on  a  vote  of  about  50  something  to  19  was  the  vote  with 
the  others  abstaining,  which  indicates  significant  support. 

That  law  provides  guarantees  to  these  small  holdings  and  at  the 
same  time  takes  action  against  those  remaining  holdmgs  in  order 
to  ensure  that  some  process  of  evaluation  of  compensation  takes 
place  for  the  original  owners.  That  particular  law  is  linked  to  the 
TELCOR  privatization  law.  There  is  every  expectation,  as  a  result 
of  this  vote,  that  these  two  laws  will  move  forward  together,  and 
that  is  why  we  are  fairly  confident  that  before  the  end  of  the  year, 
they  will,  in  fact,  be  approved  by  the  legislature, 

Mr.  Ballenger.  Let  me  ask  you  a  question  because  you  made 
the  statement  that  there  was  no  legislative  body  until  last  year. 
Was  that  because  of  the  difficulty  between  the  Administration — I 
mean  the  legislative  body  did  exist  before  last  year. 

Ms.  Patterson.  Yes.  It  did  exist.  But  it  didn't  function  really 
until  this  year,  that  is,  to  function  in  any  meaningful  sense  to  pass 
legislation.  Really  what  they  have  done  this  year  is  extremely  far- 
reaching  in  terms  of  constitutional  reform  and  electoral  reform  and 
now  the  TELCOR  privatization  which  is  pending. 

Mr.  Ballenger.  It  does  appear  there  is  some  positive  action  that 
is  coming  out  where  the  Administration  and  the  legislative  body  fi- 
nally agree  on  something? 

Ms.  Patterson.  Often  they  don't  agree  and  often  the  assembly 
overrules  the  executive. 

Mr.  Ballenger.  Who  wins  the 

Ms.  Patterson.  The  legislature  has  won  in  some  very  pro- 
nounced recent  cases  such  as  constitutional  reform, 

Mr.  Ballenger,  Sometimes  it  doesn't  work. 

Ms.  Patterson.  Yes.  It  is  not  unlike  here  in  some  key  areas.  But 
one  very  inspiring  element  of  Nicaragua  is  the  resuscitation  of  the 
assembly. 

Mr.  Ballenger.  Let  me  ask  you  a  question:  Have  you  got  a 
record  of  properties  that  have  been,  shall  we  say,  seized  and  then 
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to  solve  the  problem  they  come  up  with  a  price,  legitimate — illegit- 
imate, whatever  number  you  want  to  pick,  since  this  Administra- 
tion has  been  in  office?  In  other  words,  I  am  not  talking  back  in 
the  Sandinista  days.  I  am  talking  about  during  the  Chamorro  Gov- 
ernment, that  properties  have  been  sold  at  siibstantially  less  than 
their  real  value  to  individuals  that  have  good  connections? 

Ms.  Patterson.  Oh,  sure,  we  have  that  record  and  we  can  pro- 
vide it  to  you. 

Mr.  Ballenger.  I  would  love  it. 

Ms.  Patterson.  There  have  been  a  few  cases,  as  the  chairwoman 
indicated,  of  prominent  government  officials  in  this — mostly  in  the 
last  government,  who  have  bought  houses  from  the  Land  Develop- 
ment Bank. 

Mr.  Ballenger.  How  did  the  Land  Development  Bank  get  the 
property? 

Ms.  Patterson.  They  were  confiscated  early  on. 

Mr.  Ballenger.  One  thing  more  that  I  would  like  to  mention,  of 
course,  I  have  worked  trying  to  help  economic  development  of  that 
country  and  I  think  anyoody  will  recognize  exactly  what  you  said, 
until  property  rights  have  some  value  there,  nobody  is  going  to  in- 
vest in  Nicaragua.  Several  times  I  have  had  individuals  that  want- 
ed to  go  down  there  and  see  about  it  and  then  they  find  out  about 
the  property  situation  and  they  say,  forget  it,  I  am  not  going  to  a 
country  where  my  money  is  not  worth  anything  or  my  ownership 
can  be  overdone  any  time  the  government  wants  to  change  their 
mind. 

Also,  with  the  unemployment — what  is  the  unemployment  rate 
there?  It  is  substantial,  I  am  sure. 

Mr.  Schneider.  The  urban  unemployment  is  now  around  21  per- 
cent, but  underemployment  is  very  significant,  probably  closer  to 
50  percent. 

Mr.  Ballenger.  If  you  are  a  young  person  who  is  trying  to  go 
to  school  and  your  mother  and  father  are  unemployed  and  you  can 
earn  a  little  bit  of  money  somewhere,  does  it  make  sense  to  try  to 
finish,  you  know,  grammar  school  as  in  this  country? 

Mr.  ScHNEroER.  I  think  it  very  definitely  does.  We  are  attempt- 
ing to  provide  an  opportunity  to  do  that  by  improving  the  quality 
of  schools. 

Mr.  Ballenger.  Yes. 

Mr.  Schneider.  What  we  are  attempting  to  do  is  create  both  the 
environment  and  have  the  training  necessary — the  teachers  and 
the  school  books — to  attract  children  to  stay  in  school.  And  we  have 
been  successful,  I  should  add,  since  1990  as  this  change  has  taken 
place.  Virtually  every  year  we  have  seen  an  increase  by  one  or 
more  percent  in  the  percentage  of  children  entering  first  grade  who 
have  stayed  to  the  sixth  grade. 

Mr.  Ballenger.  Right. 

Mr.  Schneider.  It  just  hasn't  gone  fast  enough. 

Mr.  Ballenger.  Let  me  ask  one  question  because  we  sent,  I 
think,  17,000  school  books  to  the  east  coast  of  Nicaragua.  As  far 
as  you  are  concerned — do  you  know  if  they  were  delivered  to  the 
educational  people  down  there?  Is  it  having  any  effect  at  all? 

Mr.  Schneider.  Congressman,  I  am  fairly  confident  that  those 
17,000  books  were  delivered  to  where  they  belong. 
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Mr.  Ballenger.  Right. 

Mr.  Schneider.  We  have  distributed  some  13  million  textbooks. 
We  have  totally  replaced  the  school  books  since  1990.  We  are  very 
confident  that  the  decentralization  process  that  is  now  beginning  in 
Nicaragua  is  really  the  right  way  to  have  local  schools  and  local 
communities  engaged.  And  we  are  fairly  confident  that  that  is  hap- 
pening now. 

Mr.  Ballenger.  As  far  as  the  next  election  is  concerned,  and 
knowing  the  people  that  are  running  it  and  so  forth — does  there 
have  to  be  a  request  from  the  government  itself  for  people  to  come 
and  just  observe  it  to  make  sure  there  is  no  cheating  going  on?  Or 
is  it  automatic  somehow? 

Mr.  Schneider.  Well,  we  have  been  engaged  in  a  dialog  with  the 
Supreme  Electoral  Council  which,  as  you  know,  to  some  degree  is 
the  fourth  branch  of  government.  It  has  essentially  invited  us  to 
provide  support  to  nongovernmental  organizations  to  observe  the 
elections.  They  have  also  invited  us  to  provide  them  with  support 
through  both  U.S.  PVO's  and  a  portion  of  the  Inter-American  Insti- 
tute of  Human  Rights  to  help  strengthen  their  capacity  with  re- 
spect to  registration,  with  respect  to  the  training  of  poll  workers, 
et  cetera. 

I  would  expect  that  in  addition  that  there  would  likely  be  an  offi- 
cial U.S.  delegation  that  presumably  would  be  invited  by  their  gov- 
ernment. And  my  understanding  is  that  they  have  also  invited  the 
United  Nations  and  other  international  communities  to  observe  the 
elections. 

Mr.  Ballenger.  Same  group  of  us  that  went  down  the  last  time. 

Mr.  Schneider.  I  assume. 

Mr.  Ballenger.  It  is  a  lovely  place  to  go  to  an  election.  Living 
close  to  the  mountains  of  North  Carolina  I  know  what  a  crooked 
election  looks  like,  and  it  is  easy  for  us  fellows  who  have  seen  peo- 
ple cheat  in  ours  to  go  down  there  and  see  how  they  cheat  in  that 
place.  It  is  really  very  difficult.  They  did  a  good  job  of  keeping  it 
clean  down  there.  I  wish  we  could  say  the  same  thing  about  others. 

Mr.  Schneider.  I  think  one  of  the  tests  that  Nicaragua  recog- 
nizes that  it  faces  in  terms  of  consolidating  democracy  is  to  make 
sure  that  not  only  the  election  itself  is  fair  but  that  there  is  an 
open  campaign  leading  up  to  the  election,  that  there  is  an  oppor- 
tunity for  everyone  to  participate  and  that  the  results  are  re- 
spected. That  really  is  a  key  test  for  our  own  policy  in  that  country. 

Mr.  Ballenger.  There  was  a  law,  evidently,  on  the  books  that 
said  that  political  propaganda  could  not  have  a  map  or  a  picture 
of  Nicaragua  or  something  on  it  so  some  of  that  secret  money  that 
everybody  talked  about  that  was  CIA  money  but  it  wasn't,  it  was 
my  money,  we  printed  and  shipped  a  whole  bunch  of  stuff  down 
there  and  the  government  said  because  it  had — oh,  it  had  Violeta, 
Victoria,  and  so  forth — oh,  it  had  the  flag.  They  said  because  it  had 
the  flag  they  couldn't  use  it.  Is  that  law  still  in  existence,  in  case 
I  want  to  get  involved  in  another  election? 

Mr.  Schneider.  I  think  we  have  to  check  whether  or  not  any  of 
the  changes  in  the  electoral  law  affected  that  particular  provision. 

Mr.  Ballenger.  I  would  appreciate  that. 

Mr.  Ballenger.  Thank  you.  Madam  Chairman. 

Ms.  Ros-Lehtinen.  Thank  you,  Mr.  Ballenger. 
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Mr.  Frazer. 

Mr.  Frazer.  Thank  you,  Madam  Chairman. 

Mr.  Schneider,  you  said  the  GDP  in  Nicaragua  is  about  as  low 
as  Haiti,  is  second  only  to  Haiti  in  the  region. 

Mr.  Schneider.  Correct. 

Mr.  Frazer.  You  said  that  you  see  an  increase  in  a  desire  for 
education.  Now,  if  the  GDP  is  so  low  and  unemployment  is  so  high, 
what  incentive  is  there  for  anyone  to  continue  his  education?  In 
light  of  the  property  rights  or  the  lack  of  property  rights,  whv 
would  anyone  be  interested  in  continuing  education  to  finding  a  job 
that  doesn't  exist  with  companies  that  refuse  to  come  because  of 
the  property  rights? 

Mr.  Schneider.  What  we  hope  is  that  Nicaraguan  parents  will 
see  that  the  education  of  their  children  is  crucial  not  only  to  their 
own  well-being  but  to  the  country's  future.  And  we  hope  that  as  the 
economy  builds  there  will  be  some  expectation  that  the  future  will 
bring  some  degree  of  progress  and  parents  would  recognize  that 
education  is  crucial  to  that  process. 

Mr.  Frazer.  Both  you  and  Mr.  Schneider  would  give  us  this 
warm  feeling  that  all  is  going  well  in  Nicaragua  and  that  USAID 
and  the  State  Department  and  apparently  the  Administration 
wants  to  give  this  institution,  the  Congress  of  the  United  States, 
the  impression  that  things  are  going  extremely  well. 

We  all  know  it  is  a  corrupt  judicial  system.  We  know  that  what 
is  being  referred  to  as  junk  bonds  are  being  forced  on  people  whose 
properties  have  been  taken.  As  the  chairwoman  said,  you  have  high 
government  officials  residing  in  these  properties.  If,  in  fact,  you 
want  to  convince  this  institution  that  that  country  is  doing  so 
much,  why  haven't  you  made  more  of  an  effort  to  Aave  those  nigh 
officials  give  back  those  properties  if  only  for  symbolic  reasons, 
rather  than  come  before  the  Congress  and  say  that  things  are 
going  well?  And  they  are  not. 

Another  question  I  would  like  to  ask  is,  do  the  owners  of  the  con- 
fiscated property  have  any  choice  in  receiving  junk  bonds  or  receiv- 
ing real  money?  Or  do  they  have  a  choice  of  regaining  their  prop- 
erty? Why  is  it  that  USAID  and  the  State  Department  are  so  much 
i  a  hurry  or  so — not  as  reluctant  as  I  would  expect  to  take  what 
is  happening  in  Nicaragua  as  things  going  well? 

Mr.  Schneider.  Let  me  start  and  then  let  my  colleague  continue. 
I  think  that,  again,  one  has  to  look  at  the  historical  perspective  in 
terms  of  the  previous  decades  of  representation,  previous  decades 
of  authoritarian  rule;  and  the  number  of  people  killed  in  the  con- 
flict. And  then  contrast  that  to  today,  with  the  end  of  violence  and 
the  beginnings  of  democratic  institutions  beginning  to  perform. 

We  naven't  mentioned  the  local  government  that  for  the  first 
time  in  Nicaragua's  history  really  has  been  elected  and  is  begin- 
ning to  function.  We  are  beginning  to  see  some  improvements. 

We  don't,  by  any  means,  say  that  the  situation  is  perfect.  We  in- 
dicate the  enormous  road  still  to  be  traveled  in  terms  of  political 
development,  in  terms  of  the  economy,  in  terms  of  social  develop- 
ment. 

But  what  we  are  saying  is  that  there  has  been  progress,  when 
you  contrast  where  we  are  today  with  where  we  were  in  1990. 
When  inflation  goes  down  from  13,000  percent  a  year  to  12  percent 
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a  year,  that  reflects  some  positive  steps  forward.  You  see,  for  the 
first  time  again,  a  fairly  significant  improvement  in  the  reduction 
in  infant  mortality,  and  that  reflects  an  improvement.  You  see 
some  additional  focus  being  made  on  improving  the  system  of  jus- 
tice. Granted,  it  is  not  where  you  or  I  would  like  it  to  be,  but  we 
do  see  training  taking  place,  and  we  do  see  for  the  first  time  some 
indication  that  that  system  is  improving.  So  with  respect  to  these 
different  areas,  we  see  improvement.  We  don't  believe  that  the  situ- 
ation is  where  it  should  be,  but  we  think  that  it  is  essential  for  us 
to  continue  to  support  progress. 

Mr.  Frazer.  Mr.  Schneider,  the  chairwoman  of  this  subcommit- 
tee just  asked — or  she  just  made  a  statement  that  any  movement 
from  nothing  is  something.  That  is  true.  Why,  in  fact,  is  the  Ad- 
ministration and  USAID,  why  are  you  so  prone  to  try  to  give  this 
subcommittee  the  impression  that  what  is  being  done  in  Nicaragua 
is  well  enough  that  this  country  should  continue  aid  to  that  coun- 
try? From  what  I  have  seen  and  read,  it  seems  as  though  Nica- 
ragua has  a  very  far  way  to  go,  and  rather  than  the  State  Depart- 
ment and  the  USAID  saying  to  that  country,  you  have  got  to  do 
more,  why  is  it  that  we  are  giving  a  rosy  picture  of  things,  wonder- 
ful things  are  happening? 

And  back  to  the  issue  of  these  junk  bonds,  do  the  owners  of  the 
confiscated  property  have  any  say  as  to  whether  or  not  they  receive 
junk  bonds  or  real  money?  Aiid  do  they  have  a  choice  of  going  back 
and  regaining  their  property? 

I  have  a  second  question.  Drugs  is  a  very  important  issue  in  this 
country  and  it  has  been  said  that  Nicaragua  is  beginning  to  rival 
places  like  Colombia  as  transshipment  points.  Is  the  State  Depart- 
ment and  the  Administration  addressing  that  issue  and  is  it  mak- 
ing any  mention  to  the  Nicaraguan  Grovernment  that  those  are  is- 
sues we  are  going  to  consider  when  we  speak  about  aid? 

Ms.  Patterson.  Congressman,  let  me  take  the  question  of  nar- 
cotics first.  It  is  simply  not  true  that  Nicaragua  is  comparable  to 
Colombia.  There  is  transit  of  drugs  through  Nicaragua  but  it  is,  by 
regional  standards,  relatively  light.  And  we  have  been  quite  pleas- 
antly surprised  by  our  degree  of  cooperation  with  the  Nicaraguan 
Government.  There  were  two  major  seizures  last  year  and  the  Drug 
Enforcement  Administration  just  last  month  has  opened  an  office 
in  Nicaragua.  Your  staff  may  wish  to  talk  to  them,  but  they  have 
been  very  encouraged  by  the  level  of  cooperation  they  have  received 
from  the  Nicaraguan  Government.  They  will  make  a  recommenda- 
tion soon  about  whether  to  extend  the  office  past  its  90-day  trial 
period. 

Regarding  the  question  of  the  bonds,  of  course  the  claimant  can 
decide  whether  he  or  she  does  not  wish  to  take  bonds.  They  can 
hold  out  for  a  larger  settlement  or  negotiate  with  the  government. 
In  many  cases,  the  property  cannot  be  returned  because  it  is  inhab- 
ited by  small  farmers  or  small  householders.  But,  yes,  of  course 
they  can  wait. 

Mr.  Frazer.  Just  one  more  question.  Is  there  anything  wrong 
with  the  government  of  Nicaragua? 

Mr.  Schneider.  If  I  could,  in  each  of  the  areas  where  we  have 
seen  progress,  we  believe  that  more  needs  to  be  done.  In  the  area, 
for  example,  of  judicial  reform,  we  believe  that  much  more  needs 
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to  be  done  in  order  to  ensure  an  end  to  impunity  in  that  country. 
We  have  expressed,  I  think  in  both  of  our  testimonies,  our  concern 
about  the  unresolved  human  rights  cases  which  we  continue  to 
press  on  the  government.  At  the  same  time,  we  have  indicated  the 
progress  that  has  been  made. 

With  respect  to  the  problem  of  property  resolution,  we  have  indi- 
cated, again,  where  we  have  seen  additional  steps  taken.  We  have 
also  indicated  where  we  think  more  needs  to  be  done. 

Mr.  Frazer.  Mr.  Schneider,  I  am  totally  dissatisfied  with  what 
is  being  done  in  Nicaragua.  This  is  my  own  opinion — I  don't  think 
we  should  give  any  further  aid  to  Nicaragua  until  much  more  has 
been  done. 

Ms.  Patterson.  Mr.  Frazer,  could  I  put  the  size  of  this  property 
problem  in  perspective  for  vou?  This  is  a  $1.8  billion  economy,  a 
tiny  economy  by  any  standards,  and  the  claimants  say  that  the 
total  value  of  the  property  is  $500  million,  in  other  words,  almost 
25  percent  of  the  total  GDP  of  the  country.  It  will  be  extraor- 
dinarily difficult  for  the  Nicaraguan  Grovernment,  and  I  might  say 
the  Nicaraguan  taxpayer,  to  resolve  this  issue  without  outside  as- 
sistance. 

Mr.  Schneider.  If  I  could,  Mr.  Chairman,  could  I  add  one  thing 
to  the  Congressman's  question? 

Mr.  Burton  [presiding].  Sure. 

Mr.  Schneider.  Congressman,  let  me  just  say  that  I  believe  that 
the  U.S.  Government  has  made  an  enormous  investment  in  Nica- 
ragua for  a  variety  of  reasons  that  relate  to  our  national  interest, 
and  I  believe  that  we,  at  this  time,  have  a  small  additional  amount 
of  commitment  that  needs  to  continue  to  protect  that  investment 
in  three  areas:  to  help  consolidate  democracy  in  that  country;  to 
help  consolidate  the  economic  reforms  that  really  have  changea  the 
economy  dramatically  from  a  state-run  economy  to  one  that  is  fo- 
cused on  private-led  growth;  and  in  terms  of  dealing  with  the  fun- 
damental problems  of  social  development. 

Mr.  Frazer.  Thank  you,  Mr.  Schneider. 

Mr.  Chairman,  I  just  want  to  make  one  more  comment.  In  the 
name  of  national  interest,  this  country  has  thrown  money  down 
many  rat  holes  around  the  world.  I  thmk  it  is  time  that  we  reex- 
amine why  we  continue  to  do  some  of  the  things  in  the  name  of 
national  interest,  and  I  have  observed  when  the  Congress  of  the 
United  States  presses  the  Administration,  for  what  is  its  national 
interest  that  demands  that  we  continue  feeding  these  rat  holes,  we 
just  get  back  to  in  the  name  of  national  interest.  I  think  we  should 
start  examining  that  overworn  phrase. 

Mr.  Burton.  Before  I  yield  to  my  colleague,  who  has  been  so 
kind  to  chair  this  meeting  in  my  absence,  I  had  to  go  to  the  Repub- 
lican Conference.  She  has  done  an  outstanding  job.  She  always 
does. 

Ms.  Ros-Lehtinen.  Thank  you. 

Mr.  Burton.  Did  you  want  to  comment? 

Mr.  Schneider.  If  I  could. 

Mr.  Burton.  Oh,  sure. 

Mr.  Schneider.  If  I  could,  Congressman,  with  respect  to  the  na- 
tional interest,  I  would  say  that  there  are  three  specific  reasons. 
First,   it  is  in   our  national   interest  to   see   economic  growth   in 
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Central  America  and  to  ensure  some  degree  of  responsible  develop- 
ment in  democratic  systems  to  avoid  the  kinds  of  conflicts  that  oc- 
curred in  the  past  decade.  Second,  economic  growth  there  is  in  our 
interest,  not  only  in  terms  of  markets  for  our  own  goods  but  in 
terms  of  providing  growth  in  the  country  so  that  you  don't  see  in- 
creased immigration.  I  should  just  note  that  Nicara^a  is  about 
ninth  out  of  all  countries  in  terms  of  being  a  source  of  illegal  immi- 
gpration  into  the  United  States,  and  part  of  that  directly  relates  to 
the  past  lack  of  development  in  that  country.  So  I  think  that  that 
does  also  have  a  direct  relationship. 

And  third,  I  would  say  that  there  also  is  linkage  to  our  national 
interest  in  terms  of  health  and  the  environment. 

We  were  concerned  about  this  virus  that  just  occurred  there.  And 
so  to  the  degree  that  we  can,  we  should  try  and  continue  to  support 
development  in  that  country  as  it  relates  directly  to  our  own  na- 
tional interest. 

Mr.  Burton.  Thank  you,  Ms.  Ros-Lehtinen.  You  did  a  great  job. 

Ms.  Ros-Lehtinen.  Thank  you,  Dan. 

Mr.  Burton.  The  President  wants  $40  million  for  aid  to  Nica- 
ragua in  the  next  fiscal  year  and  Senator  Helms  has  put  a  hold  on 
that  amount,  as  I  understand  it.  Is  that  correct? 

Ms.  Patterson.  Not  that  I  know  of. 

Mr.  Schneider.  Not  that  I  am  aware  of. 

Mr.  Burton.  It  must  be  from  previous  money. 

I  am  very  concerned  about  American  properties  that  have  been 
confiscated.  Some  people  are  saying  it  is  going  to  take  up  to  15 
years  before  those  claims  are  resolved.  Many  of  these  Americans 
are  going  to  be  dead  by  then.  It  is  of  great  concern  to  me  that  peo- 
ple in  the  legislative  branch  of  Nicaragua's  government  want  to  le- 
galize the  confiscation  of  those  properties  that  were  taken  by  the 
Sandinistas. 

Now,  we  are  going  to  give  them  millions  of  dollars  after  we  sup- 
ported them  in  their  fight  for  freedom  and  democracy  in  Nicaragua, 
yet  U.S.  citizens'  properties  have  been  confiscated  and  that  problem 
has  not  been  resolved. 

I  don't  know  if  anybody  from  the  Nicaraguan  Embassy  is  here 
but  they  should  know  there  is  a  g^eat  deal  of  consternation  among 
the  Congress  of  the  United  States  about  giving  U.S.  financial  aid 
while  the  Nicaraguan  Cxovemment  is  screwing  American  citizens. 
I  believe  very  strongly  that  this  message  ought  to  be  sent  to  the 
Nicaraguan  Government. 

I  have  the  highest  respect  for  President  Violeta  Chamorro.  I  have 
been  in  her  home.  She  is  a  fine  lady,  but  she  and  the  Sandinista 
leaders  need  to  know  that  if  they  want  American  taxpayer  dollars 
they  damn  well  better  resolve  these  claims  of  U.S.  citizens  whose 
property  has  been  confiscated. 

I  am  going  to  tell  Senator  Helms  I  support  his  holding  money  in 
abeyance  for  Nicaragua  or  any  country  where  American  property  is 
confiscated  without  restitution.  I  think  it  is  wrong  and  I  hope  that 
you  will  convey  that  to  President  Clinton.  The  President  needs  to 
be  very  strong  when  he  talks  to  the  Nicaraguan  Government. 

The  $39.3  million  President  Clinton  requested  in  foreign  aid  to 
Nicaragua  probably  far  exceeds  the  amount  of  money  that  would 
be  given  back  in  the  form  of  property  that  was  confiscated  from 
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Americans.  If  this  is  the  case,  then  they  don't  need  our  money  any- 
how, because  they  have  already  taken  more  than  their  share  in 
property.  We  need  to  make  that  case  and  I  hope  you  will  make  it 
very  clear. 

Let  me  just  ask  one  more  question  on  another  subject  while  I 
have  you  cornered  here.  When  the  United  States  went  into  Haiti 
we  were  told  that  there  was  going  to  be  freedom,  democracy,  and 
human  rights  and  that  Mr.  Aristide  was  the  pinnacle  of  purity  and 
would  ensure  this  would  happen.  I  have  in  my  possession  a  letter 
from  an  organization  that  said  it  was  trying  to  buy  some  companies 
in  Haiti.  Continental  Grain,  the  seaboard  corporation,  and  two 
other  international  companies,  went  through  a  bidding  process  and 
submitted  sealed  bids  for  the  revitalization  of  a  Haitian  flour  mill. 
As  I  understand  it,  the  Haitian  Government  has  suspended  the  pri- 
vatization process.  It  won't  let  these  international  companies  buy 
these  defunct  companies  in  Haiti  because  they  want  the  govern- 
ment to  keep  control. 

If  you  look  at  Mr.  Aristide's  history,  he  has  supported  Fidel  Cas- 
tro and  he  has  been  pro-communism;  but  we  were  told  when  the 
United  States  went  into  Haiti  in  1944  that  he  now  believed  in  de- 
mocracy and  freedom  and  human  rights.  Yet  here  we  have  compa- 
nies that  have  actually  gone  through  a  sealed  bid  process  in  Haiti 
to  help  in  its  privatization  of  that  country  to  create  jobs  and  a  free 
market  economy,  and  the  Haitian  Government  won't  do  it. 

I  think  somebody  needs  to  tell  the  Haitain  Government,  "If  you 
want  AID  money,  our  taxpayers'  dollars,  and  if  you  want  the  Amer- 
ican people  to  help  refurbish  your  country,  to  rebuild  the  infra- 
structure that  is  so  vitally  needed  for  jobs,  then  you  better  adhere 
to  what  you  promised.  That  is  freedom,  democracy,  human  rights 
and  privatization  for  a  free  economy. 

Mr.  Aristide  is  heading  in  the  wrong  direction.  It  really  bothers 
me  that  we  spent  many  millions  of  dollars  liberating  Haiti  for  Mr. 
Aristide  (who  in  the  past  has  said  he  believes  in  "necklacing"  and 
doing  all  kinds  of  things  to  people  that  don't  agree  with  him)  and 
everybody  said  he  was  a  new  lover  of  democracy.  Yet  the  first 
chance  to  get  freedom,  democracy,  human  rights,  and  a  free  market 
economy,  and  he  says:  "We  are  going  to  keep  the  government  in 
control  of  these  industries,  which  is  exactly  what  they  have  done 
in  Communist  Russia  and  Cuba. 

It  is  wrong  and  they  shouldn't  be  getting  our  tax  support  if  they 
are  going  to  continue  to  do  that.  I  hope  you  will  convey  that  mes- 
sage. I  am  going  to  talk  to  the  people  in  the  Senate  who  can  also 
put  a  hold  on  some  of  the  foreign  aid  moneys  going  to  Haiti. 
Aristide's  approach  is  just  wrong. 

Mr.  Schneider.  Mr.  Chairman,  if  I  could,  let  me  start  with  the 
privatization. 

As  you  know,  USAID  has  strongly  supported  the  privatization 
process  in  Haiti.  We  financed  the  approximately  nine  studies  that 
were  done  in  Haiti.  We  financed  the  analysis,  and  through  the  IFC 
the  recommendations  went  to  the  previous  government  in  Haiti 
under  Prime  Minister  Michel.  The  bids  were  then  solicited  with  re- 
spect to  the  flour  company  and  the  cement  plant.  Those  bids  were 
to  have  been  opened,  I  believe,  October  16th,  and  in  the  interim  the 
parliament  was  elected. 
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They  now  have  had  a  change  in  government.  A  new  Prime  Min- 
ister just  took  office  yesterday.  And  it  is  accurate  to  say  that  there 
has  been  a  delay  with  respect  to  the  privatization  and  the  opening 
of  the  bids.  They  clearly  had  questions  from  the  new  parliament. 
The  new  Prime  Minister  stated  that  they  were  going  to  review  the 
privatization  process  and  respond  to  the  parliament's  inquiries. 

Your  concerns  were  concerns  that  we  obviously  share  with  re- 
spect to  privatization,  and  we  obviously  will  continue  to  raise  them, 
and  we  will  convey  your  concerns  with  respect  to  that  particular 
issue. 

Mr.  Burton.  I  am  going  to  give  you  a  copy  of  this  letter  from 
the  international  companies.  If  you  agpree,  I  would  like  for  you  to 
tell  Mr.  Aristide  and  the  Haitian  Parliament  that  I  think  there  will 
be  a  mood  in  Congress  to  curtail  support  through  AID  or  any  other 
source  if  they  knew  that  they  weren't  following  up  on  their  prom- 
ises. 

Mr.  Schneider.  If  I  could  say  two  other  things,  one  is  that  the 
good  news  is  that  at  the  same  time,  the  Electoral  Council  did  an- 
nounce the  date  for  the  Presidential  election,  which  will  provide  ob- 
viously for  a  democratic  transfer  of  power  in  that  country.  Presi- 
dent Aristide  continues  to  state  that  he  will  step  down  on  February 
7th  and  hand  over  to  whomever  is  elected  and  now  the  election  day 
is  scheduled  for  December  17th.  We  obviously  will  be  following  that 
very  closely. 

Mr.  Burton.  Thank  you.  Ms.  Ros-Lehtinen,  I  am  sorry  I  took  so 
much  time. 

Ms.  Ros-Lehtinen.  No  problem.  Thank  you,  Mr.  Chairman. 

I  would  like  to  explore  the  human  rights  situation  in  Nicaragua. 
Many  of  us  believe  that  there  has  been  absolutely  no  progress  in 
dealing  with  the  impunity  with  which  members  of  the  Sandinista 
security  forces  continue  to  violate  the  human  rights — there  is  just 
a  series  of  examples.  We  can  use  the  contra  commander,  Enrique 
Bermudez,  his  assassination;  teenager  Jean  Paul  Genie;  business 
leader,  Dr.  Sequeira.  There  are  so  many  and  those  are  just  a  few 
of  the  most  highlighted  and  controversial  cases  where  there  has 
been  very  little  progpress. 

I  would  like  to  ask  you  of  the  800  human  rights  violations  and 
170  murders  in  the  last  5  years  that  have  been  documented  by  the 
OAS  human  rights  monitors  and  attributed  to  the  Sandinista  army 
and  other  individuals,  how  many  of  these  cases  have  been  inves- 
tigated fully  and  how  many  soldiers  or  policemen  or  other  folks 
have  been  brought  to  justice? 

In  looking  at  one,  the  specific  case  which  all  of  us  know,  took 
place  just  10  months  ago,  in  which  13  civilians  were  killied  at  La 
Maranosa  while  in  the  custody  of  the  Nicaraguan  army,  and  the 
chairman  of  this  full  committee,  Mr.  Oilman,  along  with  Mr.  Liv- 
ingston, Mr.  Spence  and  Chris  Smith  wrote  to  the  Secretary  of 
State  on  this  case  on  March  14th,  and  in  the  reply  that  the  chair- 
man received  dated  April  4th  from  Assistant  Secretary  Sherman, 
she  characterized  this  as,  "a  clash  of  gunfire,"  and  cited,  an  "ex- 
change of  fire".  So  the  impression  that  the  department  apparently 
wants  to  leave  with  us  is  that  this  incident  was  a  squirmish,  as  the 
army  contends,  and  not  a  massacre. 
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However,  that  event  was  investigated  by  the  OAS,  the  human 
rights  mission,  the  human  rights  commission  of  the  Nicaraguan 
National  Assembly,  chaired  by  a  Sandinista,  the  Nicaraguan  Asso- 
ciation of  Human  Rights,  and  the  Permanent  Commission  for 
Human  Rights,  and  they  all  confirmed  eyewitness  testimony  that 
the  victims  were  unarmed  and  were  ambushed  while  surrendering 
to  the  army. 

So  in  addition  to  the  questions  about  how  many  of  the  cases  have 
been  investigated,  how  many  individuals  have  been  brought  to  ius- 
tice,  if  you  could  talk  to  us  about  this  case  and  how  you  explain 
the  department's  description  of  the  clash  of  gunfire,  the  exchange 
of  fire,  when  the  department  knew  at  the  time  that  there  was  reli- 
able testimony  that  the  victims  were  unarmed?  And  what  is  the 
outcome  of  the  Nicaraguan  Government's  investigation  of  this  case? 
Has  the  legal  court  ruled  and  has  the  department  considered  pro- 
viding support  and  perhaps  working  with  the  OAS  and  the  human 
rights  monitor  so  that  the  victims'  families  can  press  their  cases  in 
court?  Thank  you. 

Ms.  Patterson.  Yes,  Ms.  Ros-Lehtinen. 

First,  I  think  it  is  useful  to  focus  on  the  improvements  that  have 
taken  place  in  the  human  rights  situation,  but  you  have  raised 
some  very  disturbing  cases  and  I  will  discuss  those  in  more  detail. 

Political  violence  is  way  down  in  Nicaragua,  by  any  criteria, 
largely  through  the  efforts  of  the  Nicaraguan  Government  and 
OAS/CIAV  and  a  range  of  human  rights  groups,  several  of  which 
are  supported  by  USAJD.  They  have  been  very  proactive  in  recent 
years,  and  there  have  been  enormous  improvements. 

Now,  on  the  cases  that  you  have  raised,  these  continue  to  disturb 
us  greatly.  The  case  of  the  Tripartite  recommendations,  170  cases, 
only  seven  of  those  cases  have  been  convicted.  But  there  has  been, 
I  think,  progress  in  recent  months.  Both  the  head  of  the  army  and 
the  head  of  the  police  have  agreed  to  submit  these  cases  to  the  Su- 
preme Court,  in  other  words,  to  subject  the  security  forces  to  judi- 
cial review.  The  Supreme  Court  is  in  the  process  of  setting  up  a 
panel  of  three  judges  which  will  review  these  cases.  We  are  opti- 
mistic, and  believe  me  we  will  continue  to  press  the  Nicaraguan 
Government  at  every  turn,  that  these  cases  should  be  resolved 
through  judicial  procedure,  but  the  record  so  far  is  disappointing. 

Ms.  Ros-Lehtinen.  And  the  makeup  of  that  panel,  who  will  be 
involved  in  it? 

Ms.  Patterson.  It  hasn't  been  determined  yet,  but  the  Supreme 
Court — again  by  means  of  another  constitutional  reform,  it  has 
been  expanded  to  12  judges,  and  the  panel  will  be  selected  from 
among  the  12  judges. 

Now  on  the  La  Maranosa  case  which  you  also  raised,  basically 
we  agree  with  your  assessment.  I  think  we  know  more  about  that 
case  than  we  knew  when  we  wrote  the  letter.  It  has  been  inves- 
tigated by  these  human  rights  groups  that  Mark  Schneider  is  sup- 
porting. The  case  was  un^rtunately  dismissed  by  a  civilian  judge 
in  March  2  months  after  the  event.  The  only  recourse  now  is  for 
the  family  members,  many  of  whom  are  from  modest  cir- 
cumstances, to  appeal  the  case.  And  we  are  optimistic  that  these 
human  rights  groups  will  assist  them  in  that  effort.  We  are  work- 
ing to  make  this  happen. 
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Ms.  Ros-Lehtinen.  Our  government  is  working  with  those 
human  rights  groups  to  make  sure  that  they  press  the  government. 

Ms.  Patterson.  Yes.  We  are  funding  the  human  rights  group  as 
well.  They  will  have  to  go  through  the  legal  process  of  appealing 
these  cases. 

Ms.  Ros-Lehtinen.  And  you  believe  that  the  testimony  has  been 
credible  that  the  civilians  were  disarmed  prior  to  getting  on  the  ve- 
hicles? 

Ms.  Patterson.  We  believe  that  two  investigations  by  human 
rights  groups  and  one  by  OAS/CIAV  and,  in  fact,  one  by  another 
g^oup  confirms  that  these  people  were  in  fact  ambushed,  yes. 

Ms.  Ros-Lehtinen.  And  what  will  happen?  You  say  that  the 
family  members  have  very  little  money.  How  will  we  help  them  in 
resolving  these  problems?  Are  we  going  to  push  the  case? 

Mr.  Schneider.  We  have  been  discussing  with  the  two  human 
rights  groups  we  have  been  supporting,  and  the  OAS/CIAV  also 
has  been  talking  to  them.  The  actual  filing  of  the  appaal  is  not  a 
costly  process.  I  think  there  is  a  fairly  significant  consensus  among 
the  human  rights  community  in  Nicaragua  that  those  appeals  need 
to  take  place. 

Ms.  Ros-Lehtinen.  And  will  the  Nicaraguan  Government  vigor- 
ously prosecute  cases  once  they  are  referred  to  civil  court?  Do  you 
believe  that  that  is  going  to  happen? 

Ms.  Patterson.  Well,  yes.  We  had  a  curious  situation  in  that 
this  was  one  of  the  first  cases  that  had  ever  been  submitted  to  ci- 
vilian jurisdiction  and  the  civilian  judge  threw  out  the  case,  but 
again  we  think  there  has  been  progress  in  all  of  these  cases,  admit- 
tedly limited  progress,  but  progp'ess,  and  we  think  the  Nicaraguan 
Government  will  prosecute  the  cases. 

Ms.  Ros-Lehtinen.  With  those  highlighted  cases  that  I  had  dis- 
cussed, the  Enrique  Bermudez,  the  Jean  Paul  Genie  case  and  Dr. 
Sequeira,  what  can  you  tell  us  about  those? 

Ms.  Patterson.  Well,  I  can  tell  you  that  unfortunately  there  has 
been  no  progress  on  the  Bermudez  case.  Scotland  Yard  investigated 
this  case  some  years  ago,  and  there  has  been  no  progress  since  that 
point. 

In  the  case  of  Jean  Paul  Genie,  that  case  has,  one,  been  referred 
to  the  Supreme  Court  of  Nicaragua  and,  two,  been  referred  to  the 
Inter-American  court  in  Costa  Rica.  My  understanding  is  that  the 
Inter-American  court  will  hear  the  case  next  January. 

Mr.  Schneider.  The  Inter-American  court  accepted  jurisdiction 
both  with  respect  to  process  and  with  respect  to  obstruction  of  jus- 
tice. And  my  understanding  was  that  they  as  stated,  will  move  for- 
ward with  hearings  on  it. 

Ms.  Ros-Lehtinen.  And  Dr.  Sequeira? 

Ms.  Patterson.  Dr.  Sequeira,  the  perpetrator  of  his  murder  is 
well-known.  He  is  an  ex-Sandinista  named  Frankie  Ibarra.  He  is 
essentially  at  large.  He  has  ignored  a  court  summons  to  appear. 

Ms.  Ros-Lehtinen.  Do  you  believe  the  Nicaraguan  Government 
has  been  aggressive  in  pursuing  this  case? 

Ms.  Patterson.  Well,  certainly  not  satisfactorily  enough,  be- 
cause he  has  been  at  large  for  some  years  now. 

Ms.  Ros-Lehtinen.  Just  one  more  question,  if  I  could 

Mr.  Burton.  All  right. 
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Ms.  Ros-Lehtinen.  Mr.  Chairman,  about  the  weapons  and  using 
Nicaragua  as  the  shipping  point.  There  have  been  some  news  re- 
ports from  Honduras  that  indicate  that  Soviet-made  weapons  are 
still  being  shipped  from  Nicaragua  through  Honduras  to  certain 
factions  of  Mexico  rebel  forces  and  then  later  to  South  America  to 
be  used  by  drug  cartels.  Have  you  heard  anything  to  verify  this  re- 
port? Are  we  doing  anything  to  look  into  this? 

Ms.  Patterson.  Yes,  we  certainly  heard  those  reports  and  we 
have  had  our  intelligence  community  look  into  those  and,  frankly, 
we  found  no  evidence  that  these  shipments  are,  in  fact,  taking 
place.  We  would  certainly  think  it  logical,  however,  that  arms  traf- 
ficking is  a  big  business  in  Latin  America,  Central  America,  South 
America.  We  would  not  find  it  unreasonable  that  some  of  these 
arms  are  being  shipped  through  Nicaragua.  We  just  don't  have  any 
information  to  substantiate  that  one  way  or  the  other. 

Ms.  Ros-Lehtinen.  Thanks.  I  will  ask  some  questions  if  we  get 
a  chance  later  about  the  Presidential  elections. 

Mr.  Burton.  Let  me  just  say  in  closing  that  there  is  a  great  deal 
of  suspicion  about  these  judges,  and  the  influence  the  Sandinistas 
have  on  them,  and  whether  or  not  the  Sandinistas  are  helping  in 
getting  them  appointed  so  that  they  will  reflect  what  the  Sandi- 
nistas want. 

Violeta  Chamorro  is  a  fine  lady  but  I  think  many  people  in  the 
Congress  have  a  suspicion  that  the  Sandinistas  still  have  a  great 
deal  of  power  and  they  have  had  great  influence  in  appointing 
many  of  these  judges.  And,  as  a  result,  Mr.  Ibarra  has  been  run- 
ning around  for  years  and  hasn't  been  brought  to  justice. 

Let's  drop  any  facade.  The  fact  of  the  matter  is,  he  is  probably 
not  being  brought  to  justice  because  they  can't  get  it  done  while 
you  have  Sandinista-influenced  judges.  That  is  another  reason  why 
the  U.S.  Government  shouldn't  be  using  taxpayers'  dollars  to  sup- 
port the  Nicaraguan  Grovernment  until  they  establish  reforms. 
There  also  are  many  reasons  to  believe  that  Nicaragua  is  shipping 
weapons  into  Mexico. 

If  the  Sandinistas  caved  in  and  gave  up  power  because  they  felt 
there  was  a  better  way  to  skin  a  cat,  then  it  looks  to  me  as  though 
they  may  have  been  successful  because  they  are  getting  aid  from 
the  United  States  of  America. 

I  iust  spoke  to  Senator  Helms'  staff  person  here,  Elizabeth 
De^loss,  and  evidently  the  Senator's  hold  on  U.S.  funds  to  Nica- 
ragua was  not  successful,  because  Republicans  were  in  the  minor- 
ity at  the  time.  President  Clinton  went  ahead  and  sent  the  money 
to  Nicaragua. 

But  I  guarantee  you,  being  in  the  Majority,  it  is  a  different  breed 
of  cat.  I  will  do  what  I  can  to  put  some  pressure  on  the  Nicaraguan 
Government,  including  the  former  Communist  Sandinistas,  to  be 
more  forthcoming  on  American  property  that  has  been  confiscated, 
and  to  bring  people  to  justice  (as  Representative  Ros-Lehtinen  just 
pointed  out)  after  they  nave  committed  heinous  crimes. 

Why  should  we  be  giving  American  taxpayers'  dollars  to  the  Nic- 
araguan Government  when  they  aren't  doing  anything  to  correct 
these  situations? 

With  that,  I  will  let  you  answer  the  question,  and  then  I  will  ex- 
cuse you  and  go  to  the  next  panel. 
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Mr.  Schneider.  If  I  could. 

Mr.  Burton.  Don't  start  telling  me  how  great  they  are.  Come  on. 

Mr.  Schneider.  Let  me  just  talk  about  one  thing,  about  the  San- 
dinistas. 

Mr.  Burton.  The  Nicaraguan  leadership  is  like  Aristide.  They 
are  not  truly  democratic. 

Mr.  Schneider.  What  we  have  succeeded  in  doing  over  the  last 
several  years  is,  in  fact,  clearly  reducing  that  influence  through  the 
democratic  process  in  Nicaragua  itself. 

The  military  reform  law  for  the  first  time  provided  for  greater  ci- 
vilian control  over  the  military.  It  established  term  limits  for  the 
military  leadership.  Humberto  Ortega  was  forced  to  leave.  The  law 
provided  for  the  first  time  ever  for  the  prosecution  of  military  offi- 
cials, officers,  within  the  civilian  courts,  whenever  the  victim  was 
a  civilian.  That  is  the  fundamental  change  that  has  taken  place. 

Mr.  Burton.  If  I  might  interrupt  you — how  many  of  those  people 
who  have  been  prosecuted  were  Sandinistas? 

Mr.  Schneider.  There  have  been  several,  and  I  think  we  said 
there  are  seven  that  have  been  convicted. 

But  what  I  was  going  to  get  to  is  that  the  process  is  changing. 
It  hasn't  fully  changed.  We  need  to  press  further.  We  are  pressing 
further.  In  that  regard,  we  ag^ee. 

Mr.  Burton.  What  kind  of  pressure  should  we  exert? 

Mr.  Schneider.  Let  me  just  develop 

Mr.  Burton.  What  kind  of  pressure  should  we  exert? 

Mr.  Schneider.  I  think  we  have  indicated  clearly  that  our  over- 
all relationship  is  involved  in  these  areas  and  we  want  to  see  move- 
ment in  terms  of  democracy,  in  terms  of  property  settlement,  and 
I  think  that  perhaps  some  of  that  would  be  interesting  in  terms  of 
what  has  occurred.  I  think  it  would  be  important  to  just  mention 
some  of  the  progn*ess  that  has  been  made  and  how  much  more 
needs  to  be  done. 

But  let  me  just  go  back  for  a  second.  What  has  occurred  with  re- 
spect to  the  courts  is  that,  as  a  result  of  the  change  in  the  legisla- 
ture, there  were  constitutional  amendments  adopted  last  July.  In- 
cluded was  to  have  the  national  legislature  essentially  name  the 
new  members  of  an  expanded  court.  That  changed  the  makeup;  it 
has  been  much  more  balanced  since  then. 

And  I  should  say  that,  again,  these  are  steps.  I  share  with  you 
the  view  that  there  needs  to  be  more  done  with  respect  to  judicial 
reform.    There    needs    to    be    more    done    with    respect    to    the 

f)rofessionalization  of  judges,  prosecutors,  et  cetera,  to  operate  fair- 
y  and  impartially. 

With  respect  to  property,  I  would  ask  my  colleague  to  at  least 
mention  to  you  some  of  the  steps  which  have  been  taken,  even 
though,  again,  we  share  the  view  that  more  needs  to  be  done. 

Mr.  Burton.  Yes,  ma'am. 

Ms.  Patterson.  Mr.  Burton,  the  property  issue  has  been  one  of 
our  highest  priorities.  The  executive  oranch,  with  congressional 
support,  has  pushed  hard  on  this,  and  there  has  been  progress. 
There  has  been  quite  considerable  progress,  both  in  the  number  of 
cases  adjudicated  and  the  possibility  for  real  compensation,  or  real 
meaningful  compensation,  for  these  individuals.  There  is  the  one- 
stop  shopping  center.  There  is  administrative  review. 
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As  Mark  indicated  earlier,  one  of  the  biggest  changes  is  the  real- 
ization on  behalf  of  the  Nicaraguan  Government  itself  that  it  must 
resolve  these  cases  before  it  receives  any  foreign  investment,  any 
meaningful  foreign  investment. 

But  I  think  the  TELCOR  bill  holds  out  considerable  potential  for 
raising  the  value  of  the  bonds  and  creating  the  possibility  of  some 
secondary  market,  so  that  American  citizens  and  those  who  are  yet 
to  become  American  citizens — because  we  provide  enhanced  kinds 
of  assistance  to  a  growing  array  of  claimants — will  find  some 
chance  of  enhanced  compensation.  We  are  not  satisfied,  but  quite 
considerable  progfress  has  been  made. 

Mr.  Schneider.  Could  I  also  mention  one  other  thing.  Much  of 
our  support  in  Nicaragua  already  goes  through  nongovernmental 
organizations  in  providing  health,  education,  agriculture,  support 
to  private  communities,  et  cetera. 

The  kind  of  support  that  we  are  providing  to  the  government  is, 
I  think,  the  sort  you  also  support.  We  are  providing  support  to  en- 
sure that  the  elections  next  vear  are  fair  and  fi-ee  and  open.  We 
are  supporting  efforts  and  I  believe  that  there  is  every  indication 
that  they  will  adopt  the  necessary  mechanisms — ^to  expand  reg- 
istration and  providing  for  international  monitoring. 

With  respect  to  our  support  to  the  government  on  the  judiciary, 
we  are  attempting  to  do  exactly  what  you  are  saying,  trying  to  en- 
sure greater  professionalization,  trying  to  ensure  that  they,  in  fact, 
do  prosecute  and  deal  with  these  cases  on  an  impartial,  apolitical 
basis  under  the  law. 

With  respect  to  our  support  in  the  economic  area,  we  basically 
stopped  the  cash  transfers.  We  haven't  done  any  direct  cash  trans- 
fers in  several  years.  Whatever  we  have  provided  has  been  targeted 
and  privatized.  The  support,  for  example,  in  the  agricultural  area 
has  gone  to  the  small  farmers  themselves  through  local 
intermediaries.  We  share  your  concerns,  and  will  continue  to  press 
them. 

I  truly  believe  that  our  support  in  terms  of  our  assistance  pro- 
gram, which  is  significantly  reduced  from  what  it  was  several  years 
ago,  is  essential  to  help  keep  that  country  on  the  path  that  we 
want  it  to  maintain  and  to  help  it  succeed  with  respect  to  consoli- 
dating democracy. 

Mr.  Burton.  Thank  you  both  very  much.  I  appreciate  your  com- 
ments. We  will  just  keep  the  pressure  on. 

Ms.  Patterson.  Thank  you,  Mr.  Chairman. 

Mr.  Burton.  Our  next  panel  is:  Peter  Sengelmann,  the  director 
of  the  Committee  to  Recover  Confiscated  American  Properties  in 
Nicaragua;  Dr.  Michael  A.  Magnoli,  the  president  of  the  University 
of  Mobile;  Roberto  J.  Arguello,  president  emeritus  of  the  Nica- 
raguan American  Bankers  and  Businessmen  Association,  and  Lisa 
Haugaard,  legislative  coordinator  for  the  Latin  American  Working 
Group. 

Welcome.  I  appreciate  you  being  here. 

I  think  we  will  start  with  the  5  minute  rule,  if  you  don't  mind. 
If  you  have  longer  statements  for  the  record,  we  will  be  glad  to  put 
it  in. 

We  will  start  off  with  Mr.  Sengelmann. 
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STATEMENT  OF  PETER  SENGELMANN,  DIRECTOR,  THE  COM- 
MTTTEE  TO  RECOVER  CONFISCATED  AMERICAN  PROP- 
ERTIES IN  NICARAGUA 

Mr.  SENGELMA^fN.  Thank  you  very  much. 

Mr,  Burton.  Pull  the  microphone  closer  so  the  reporter  and  all 
of  us  can  hear  you. 

Mr.  Sengelmann.  Thank  you.  I  want  to  thank  the  members  of 
the  committee  for  inviting  me  to  be  here  today.  I  have  heard  a  lot 
of  positive  things  about  Nicaragua,  and  truly  some  progress  has 
been  made.  Like  Congresswoman  Ros-Lehtinen  mentioned,  when 
you  are  at  the  bottom  of  the  barrel,  there  is  nowhere  but  up.  So 
I  think  it  has  to  be  admitted  that  some  progress  has  been  made. 
However,  there  is  another  side  of  the  coin  that  I  would  like  to  bring 
out  today. 

The  question  is  if  the  progress  that  has  been  made  is  enough. 
For  example,  we  find  that  there  has  been  very  limited  progress 
made  on  tne  return  of  property.  Looking  at  the  statistics  that  nave 
been  put  out  by  the  Nicaraguan  Government  as  well  as  by  the  em- 
bassy, the  American  Embassy  in  Nicaragua,  it  would  take  about  15 
years  to  resolve  all  of  the  claims. 

There  is  a  new  property  law  that  is  under  discussion  in  the  Nica- 
raguan National  Assembly  which  will  legalize  the  Sandinista 
confiscations.  Some  jurists  have  expressed  that  this  law  goes 
against  the  Constitution  of  Nicaragua. 

Even  in  the  few  cases  where  property  has  been  returned  to  the 
legitimate  owner,  it  has  been  difficult  or  impossible  for  the  owners 
to  take  possession  of  the  property,  and  it  has  already  been  men- 
tioned that  there  has  been  continued  impunity  for  the  assassins  of 
Arges  Sequeira,  Jean  Paul  Grenie,  and  Enrique  Bermudez,  and  al- 
most 200  members  of  the  Nicaraguan  resistance  that  were  assas- 
sinated. 

I  have  figures  as  of  July  31,  1995.  Approximately  1,692  claims 
have  been  presented,  of  which  626  claims,  approximately  one-third, 
have  been,  "fully  or  substantially",  resolved,  in  5  years. 

It  has  been  pointed  out  that  in  the  last  2  years  there  have  been 
over  400  cases  resolved  of  the  626,  which  seems  to  mean  that  there 
has  been  considerable  acceleration  of  progress  in  the  last  2  years. 
However,  of  the  476  cases  resolved  in  the  last  2  years,  400  cases 
have  been  resolved  with  payment  of  bonds,  which,  as  has  already 
been  mentioned,  are  worth  only  20  cents  to  the  dollar  at  the 
present  time. 

Of  all  resolved  cases,  almost  two-thirds  have  been  resolved  with 
bonds,  as  I  mentioned.  A  much  larger  number  of  claims  have  been 
submitted  by  Nicaraguans.  I  heard  the  figure  of  16,000  today.  Ac- 
tually, nobody  knows  exactly,  but  the  figure,  I  think,  is  closer  to 
25,000.  Relatively  few  claims  have  been  resolved,  and  few  prop- 
erties have  been  returned  to  their  legitimate  owners. 

I  have  a  list  that  has  been  published  by  the  Minister  of  Finance 
in  Nicaragua  in  September  1995,  which  lists  approximately  2,700 
cases  where  the  GOT,  which  is  one  of  the  mechanisms  that  has 
been  set  up  to  rule  on  confiscation  claims,  has  ruled  against  the  oc- 
cupant of  the  property  and  in  favor  of  the  original  owner  of  the 
property.  I  counted  approximately  70  cases  where  the  EPS  is  still 
occupying  confiscated  properties.  That  is  the  Sandinista  army. 
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The  embassy  figures  show  10  cases  still  held  by  the  Nicaraguan 
Grovemment.  However,  I  question  whether  the  70  cases  held  by  the 
Sandinista  army  are  part  of  the  Nicaraguan  Government.  I  under- 
stand that  the  army  of  Nicaragua  is  part  of  the  government. 

The  FSLN  holds  nine  properties,  and  Daniel  Ortega  personally 
holds  10  properties,  and  all  of  those  cases  are  still  unresolved,  in 
spite  of  the  fact  that  rulings  have  been  made  in  favor  of  the  origi- 
nal owner  of  the  properties. 

We  have  a  case,  for  example,  where  the  house  of  Nestor  Teran, 
an  American  citizen,  is  occupied  by  the  Cuban  Embassy,  which  re- 
fuses to  relinquish  it,  although  title  of  the  property  is  still  in  the 
name  of  the  original  owner. 

Enrique  Pereira,  an  American  citizen,  was  stopped  by  police  from 
fencing  a  property  which  is  legallv  his  because  the  usurper  refused 
to  let  him  have  possession  even  tnough  the  title  is  in  Mr.  Pereira's 
name.  Criminal  charges  were  filed  against  Mr.  Pereira  for  trying 
to  fence  his  own  property. 

Two  of  my  brothers  have  had  rulings  by  the  courts  and  the  GOT 
in  their  favor,  and  they  are  unable  to  take  possession  of  the  prop- 
erty because  the  occupier  of  the  property  refuses  to  relinquish  it. 

Mr.  Burton.  Mr.  Sengelmann.  could  we  go  into  that  further 
when  we  get  to  the  questions  and  answers,  because  I  am  going  to 
ask  you  some  questions  regarding  this? 

Mr.  Sengelmann.  GK.  Yes. 

To  summarize,  we  would  recommend  that  the  State  Department 
and  the  INS  do  not  allow  entry  into  the  United  States  to  any  per- 
sons who  have  confiscated  or  benefited  directly  or  indirectly  from 
the  confiscation  of  property  of  a  U.S.  citizen,  and  this  prohibition 
be  extended  to  include  members  of  the  individual's  immediate  fam- 
ily- 
Deny  aid  to  Nicaragua  unless  substantial  progress  is  really  being 

made  before  the  end  of  the  current  Administration. 

It  is  our  position  that  not  enough  progress  has  been  made,  and 
the  commitment  the  Nicaraguan  Government  has  made  of  resolv- 
ing all  claims  before  July  of  next  year,  I  think  is  ridiculous.  At  the 
rate  they  are  resolving  claims  now,  they  couldn't  possibly  do  it. 

Vote  against  loans  to  Nicaragua  through  multilateral  lending  in- 
stitutions for  the  same  reasons  expressed  above,  and  observe  care- 
fully the  next  electoral  process  in  Nicaragua  to  ensure  free  and  fair 
elections. 

There  is  talk  of  a  conspiracy  to  stack  the  cards  against  Dr. 
Amoldo  Aleman,  who  is  the  current  front  runner  at  the  polls.  Nica- 
ragua is  still  a  country  in  crisis  in  spite  of  the  fact  that  it  is  no 
longer  on  the  front  pages  of  the  newspapers  in  the  United  States. 

The  fair  resolution  of  the  property  issue  is  one  of  the  most  impor- 
tant factors  still  to  be  resolved  in  order  to  end  this  crisis  and  re- 
store Nicaragua  economically  and  politically  to  a  position  where  it 
will  no  longer  be  entirely  dependent  on  foreign  aid. 

Thank  you. 

[The  prepared  statement  of  Mr.  Sengelmann  appears  in  the  ap- 
pendix.! 

Mr.  Burton.  Thank  you,  sir. 

Next  we  will  hear  from  Dr.  Michael  A.  Magnoli.  Is  that  correct 
pronunciation? 
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STATEMENT  OF  DR.  MICHAEL  A.  MAGNOLI,  PRESffiENT, 
UNIVERSITY  OF  MOBILE 

Mr.  Magnoli.  Yes,  sir,  that  is  correct. 

Mr.  Chairman,  it  is  a  privilege  to  address  the  subcommittee  this 
morning.  I  come  from  a  little  bit  of  a  different  perspective  in  being 
the  president  of  the  University  of  Mobile.  We  have  a  branch  cam- 
pus in  Nicaragua  with  over  400  students  enrolled  in  baccalaureate 
programs,  so  we  have  made  a  fairly  substantial  investment  in  that 
country.  I  have  traveled  there  25  times  in  the  last  3  years,  so  I 
have  some  fair  working  knowledge  of  the 

Ms.  Ros-Lehtinen.  Mr.  Ballenger  probably  has  you  beat  anyway. 

Mr.  Ballenger.  We  were  there  together. 

Mr.  Burton.  The  panel  won't  interrupt  the  speaker. 

Mr.  Ballenger.  Excuse  me. 

Mr.  Magnoll  Congressman  Ballenger  and  Congressman 
Torricelli,  representatives  from  Congressman  Callahan's  office, 
have  all  visited  the  campus. 

When  I  first  traveled  to  Nicaragua  in  1992,  I  found  a  country  in 
considerable  chaos  and  trying  to  figure  out  how  it  was  going  to  go 
through  the  process  of  change — change  from  a  military-dominated 
society  to  a  civilian-dominated  society;  change  from  a  totally  dis- 
rupted economy  to  an  open  economy;  more  importantly,  how  they 
would  struggle  with  the  change  from  the  philosophies  of  Marxism 
and  communism  to  the  philosophies  of  democracy  and  how  they 
would  find  a  better  tomorrow  today. 

That  was  the  climate  in  which  I  was  invited  to  come  to  Nica- 
ragua and  consider  building  a  branch  campus  of  the  University  of 
Mobile,  because  there  was  a  perceived  need  for  quality  U.S.-ori- 
ented  education  in  that  part  of  the  world. 

After  months  of  study,  our  trustees  voted  unanimously  to  move 
forward  with  that  project,  to  provide  Nicaraguans  the  prerequisite 
skills  they  would  need  to  bring  that  republic  into  the  21st  century. 

More  importantly,  we  felt  we  were  facing  some  other  paramount 
objectives,  helping  in  a  small  way  to  bring  long-term  stability  to 
that  country  and  to  that  region,  helping  promote  the  ideals  of  de- 
mocracy, encouraging  an  understanding  of  the  benefits  of  free  en- 
terprise and  open  economies. 

We  started  in  1993  with  96  students  and  7  faculty.  Today  we 
have  400  students  enrolled  in  baccalaureate  programs,  some  25  fac- 
ulty members,  permanent  faculty  members,  and  that  is  just  with 
freshmen,  sophomore,  and  junior  levels.  Next  year  we  will  add  a 
senior  level  and  have  over  600  students  enrolled. 

In  addition,  we  have  350  students  at  any  one  time  in  English 
language  programs  and  over  300  courses  of  study,  from  inter- 
national business  to  marine  science,  with  all  progn*ams  taught  in 
English.  By  1997  we  will  be  graduating  125  to  150  people  with  bac- 
calaureate degrees  prepared  to  assist  Nicaragua  in  moving  forward 
and  once  again  becoming  one  of  the  premier  countries  of  Central 
America. 

I  am  pleased  to  share  with  you  that  the  university  has  been  em- 
braced by  all  segments  of  Nicaragua.  President  Chamorro  made 
available  to  us  a  campus  in  San  Marcos  about  40  kilometers  south 
of  the  capitol  city,  that  had  been  built  as  a  teacher  training  institu- 
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tion.  We  completely  remodeled  that  facility.  Now  it  is  one  of  the 
most  beautiful  campuses  you  could  ask  for  anywhere. 

That  illustrates  her  commitment,  but  even  more  so,  now  that  the 
dream  has  become  a  reality,  she  recently  signed  a  proclamation 
deeding  that  campus  and  some  surrounding  land  to  the  university 
so  we  would  have  permanence  and  be  able  to  make  a  long-term 
commitment  to  the  republic. 

The  elected  mayor  of  San  Marcos,  Mr.  Ortega,  and  the  city  coun- 
cil have  worked  tirelessly  to  make  this  university  a  reality.  The 
business  sector  has  opened  its  arms  and  been  extremely  helpful, 
and  the  president  of  our  board  down  there,  Mr.  Alberto  McGregor, 
is  a  major  member  of  the  business  community  and  has  been  very 
influential. 

But  I  would  be  very  reticent  if  I  did  not  thank  AID.  This  past 
year  AID  made  a  commitment  to  help  fund  some  scholarships  for 
Nicaraguan  students  attending  the  university  that  did  not  have  the 
financial  means  to  otherwise  go.  These  were  students  whose 
human  potential  would  have  been  lost  to  the  country  if  we  had  not 
been  able  to  fund  their  education  and  help  them  move  from  where 
they  are  today  to  where  they  want  to  go  in  the  future.  We  received 
a  grant  of  $700,000  over  five  semesters,  or  about  $140,000  a  semes- 
ter. That  is  educating  about  43  students. 

I  am  hoping  that  the  success  that  we  are  having  will  allow  us 
to  look  forward  to  some  additional  support  so  that  we  might  have 
an  even  stronger  impact  on  some  of  those  students  in  that  area. 

I  say  all  of  this  to  you,  but  I  recognize  that  there  are  still  a  lot 
of  problems  in  Nicaragua,  and  I  am  hoping  that  the  University  of 
Mobile,  again,  in  its  small  way,  can  impact  those. 

One  is  the  question  of  free  elections.  Although  we  are  faced  today 
in  talking  about  the  immediate  problem,  we  look  beyond  these  elec- 
tions to  elections  6  years,  12  years,  18  years  from  now,  and  we 
have  to  teach  people  to  respect  the  election  process.  The  university 
is  trying  to  do  that. 

This  past  year  we  held  seminars  on  campus  and  invited  all  of  the 
leading  candidates  for  office.  All  of  them  responded,  and  the  stu- 
dents were  able  to  approach  them  about  any  question  they  wished. 
Those  people  opened  themselves  up  to  the  democratic  process. 

Now  we  are  working  in  trying  to  assist  the  economy  in  Nica- 
ragua. Obviously  we  have  put  a  Tot  of  people  to  work  just  through 
the  university.  Now  we  are  bringing  programs  to  that  country  in 
such  areas  as  ornamental  horticulture,  aquaculture,  shrimp  farm- 
ing, and  we  are  beginning  to  have  a  number  of  programs  to  train 
people  for  the  tourist  industry.  So  we  see  the  university  making  a 
major  impact. 

Ms.  Ros-Lehtinen  [presiding.]  If  you  could  summarize.  Doctor. 

Mr.  Magnoli.  Yes. 

We  have  made  an  investment  of  about  $2.5  million  in  Nicaragua. 
We  are  perhaps  the  largest  U.S.  investor  in  Nicaragua  since  the 
change  of  governments. 

I  would  like  to  emphasize  that  what  we  are  dealing  with  here  is 
development  of  the  human  potential  of  that  country,  far  beyond  the 
immediate  problems  that  we  are  facing  now,  and  I  would  like  to 
express  to  this  subcommittee  and  to  AID  and  to  all  the  members 
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of  the  House  and  Senate  our  appreciation  for  the  support  that  we 
have  received. 

Thank  you. 

[The  prepared  statement  of  Mr.  MagnoH  appears  in  the  appen- 
dix.] 

Ms.  Ros-Lehtinen.  Thank  you  so  much. 

Now,  with  g^eat  pleasure,  Mr.  Arguello. 

Thank  you,  Roberto.  We  pushed  you  off  the  table  there. 

Mr.  Arguello.  OK.  Can  I  have  6  minutes  because  I  am  handi- 
capped? 

Ms.  Ros-Lehtinen.  You  can  get  it  for  other  reasons.  We  will  give 
you  6.  Then  they  will  be  mad  at  me.  So  we  better  keep  it  at  five, 
Roberto. 

STATEMENT  OF  ROBERTO  J.  ARGUELLO,  PRESmENT  EMERI- 
TUS, NICARAGUAN  BANKERS  AND  BUSINESSMEN  ASSOCIA- 
TION 

Mr.  Arguello,  In  my  first  minute  I  was  going  to  dedicate  it  to 
you. 

Thank  you  very  much  for  inviting  me  to  testify  for  a  second  time. 
The  last  time  I  was  invited  to  testify,  my  grandfather  died  on  the 
same  day  and  I  couldn't  be  here. 

I  wanted  to  tell  you,  Madam  Chairman,  Nicaraguan  communities 
have  great  indebtedness  to  you  for  what  you  have  done  throughout 
the  years.  I  can't  remember  how  long  you  have  been  helping  us, 
but  the  bottom  line  is  that  you  have  helped  not  only  the  people  of 
Dade  County  but  the  people  of  Nicaragua. 

Ms.  Ros-Lehtinen.  Thank  you. 

Mr.  Arguello.  I  also  want  to  mention  that  Cass  Ballenger  has 
been  a  tremendous  force.  He  shipped  two  hospitals  to  Nicaragua 
that  were  stolen  by  a  member  of  the  Nicaraguan  Government  and 
got  them  back.  I  wanted  to  especially  thank  Congpressman  Burton 
and  the  comments  made  by  Mr.  Frazer  were  right  on  the  dot. 

I  tell  you  this:  From  the  last  time  I  testified,  I  testified  that  Nica- 
ragua was  a  horrible  place,  and  indeed  it  was.  At  the  time  there 
were  tremendous  abuses;  $100  million  was  stolen.  This  is  $100  mil- 
lion given  by  the  U.S.  AID  that  was  stolen  from  under  the  nose  of 
the  U.S.  ambassador.  Thank  God  that  ambassador  is  no  longer 
there. 

We  now  have  a  great  ambassador.  Ambassador  John  Maisto, 
who,  in  my  opinion,  nas  done  a  fantastic  job  but  needs  our  contin- 
ued support. 

Second  is  that  I  wanted  to  tell  you  that  the  State  Department, 
even  though  I  am  a  Republican,  I  must  tell  you  that  under  the 
leadership  of  Mr.  Watson,  who  I  never  had  the  pleasure  of  meeting, 
but  I  have  never  felt  like  a  second-class  citizen  when  I  met  people 
of  the  State  Department.  They  always  listen  to  our  concerns,  and 
they  have  had  an  outreach  program;  they  come  into  Miami.  So  I 
thank  them. 

Mr.  Schneider,  I  have  known  him  from  the  years  that  he  worked 
under  Jimmy  Carter  in  the  Human  Rights  Bureau.  Furthermore, 
I  interviewed  a  friend  of  his,  Mr.  Ruben  Zamora  from  the  FMLN, 
so  I  know  exactly  where  he  is  coming  from. 
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I  must  tell  you  this,  that  the  problem  in  Nicaragua  is  the  follow- 
ing: One,  that  the  title  of  property  passes  from  one  person  to  an- 
other person  without  the  knowledge,  concern,  or  compensation  to 
the  rightful  owner. 

Two,  the  Nicaraguan  Government  forces,  coerces,  people  to  ac- 
cept whatever  they  wish,  and  they  make  a  No.  1  sport  to  lie  to  the 
U.S.  Embassy  in  Managua.  They  claim  that  just  because  you  say 
that  you  have  five  properties  and  they  resolved  one — and  let  me 
tell  you  how  they  resolved  it,  Congresswoman  Ros-Lehtinen.  "If 
your  house  is  worth  one  dollar,  we  are  going  to  give  you  10  cents, 
and  out  of  that  10  cents  is  15  cents  on  the  10  cents.  If  you  don't 
take  it,  we  confiscate,  we  are  going  to  take  it  away." 

Furthermore,  in  my  testimony  I  have  a  letter  which  you  can 
see — it  is  in  the  back  of  the  testimony — ^from  a  gentleman  who  hap- 
pens to  be  here,  who  is  having  his  property  stolen  by  the  Nica- 
raguan Government  right  in  front  of  his  nose,  Mr.  Homero  Peralta, 
one  of  your  constituents. 

[Mr.  Peralta's  letter  appears  in  the  appendix.] 

I  also  have  a  letter  here  from  Jose  Cardenal,  who  has  a  signed 
agreement  with  the  Minister  of  Finance,  and  this  signed  agreement 
was  signed  about  5  months  ago,  and  they  are  yet  to  honor  it.  And 
it  is  here  in  the  testimony. 

[Mr.  Cardenal's  letter  appears  in  the  appendix.] 

I  want  to  tell  you  something  else.  I  think  the  registrar  of  prop- 
erties in  Nicaragua  is  a  joke.  Any  lawyer  can  change  the  title  of 
property  without  the  owner's  knowledge  and  consent. 

I  want  to  tell  you  something  else.  I  think  the  Sandinista  leaders 
have  to  lead  by  example.  I  am  going  to  answer  Mr.  Frazer's  ques- 
tion straight  on. 

Mrs.  Chamorro  was  a  member  of  the  Sandinista  junta.  When  she 
came  into  power  in  1979,  she  signed  the  decrees  of  confiscation. 
She  supported  the  Sandinistas.  She  continues  to  be  a  Sandinista, 
and  she  hides  herself  being  a  super  nice  woman,  but  the  bottom 
line  is  that  deep  inside  her  heart  she  is  a  Sandinista  and  she  is 
not  going  to  return  the  properties  if  we  don't  put  pressure  on  her. 

I  wanted  to  tell  you  briefly,  because  I  see  the  light  on,  that  we 
cannot  let  the  killers  of  Jean  Paul  G«nie,  Enrique  Bermudez,  Polo 
Serrano,  and  the  thousands  of  Nicaraguan  freedom  fighters  to  go 
on  being  free. 

Furthermore,  please,  in  the  next  election,  don't  have  Jimmy 
Carter  to  be  the  g^eat  elector  of  the  Nicaraguan  elections.  And  I 
am  going  to  tell  you  how  the  Nicaraguan  people  lost.  In  the  1990 
elections,  the  winners  lost  and  the  losers  won,  and  I  tell  you  brief- 
ly, what  happens  is — what  counts  is  the  recount,  and  while  Mrs. 
Chamorro  was  celebrating,  and  on  an  unexpected  victory,  the  San- 
dinistas were  recounting  the  votes,  and  then  they  assigned  them- 
selves to  be  members  of  parliament,  seats  that  they  didn't  deserve. 

Furthermore,  this  Nicaraguan  election  did  not  solve  the  problem 
because  a  lot  of  the  Members  of  Congress  in  the  Nicaraguan  Con- 
gress are  people  who  have  stolen  homes  and  have  stolen  busi- 
nesses. 

Let  me  add  one  more  thing.  I  cannot  thank  enough  Dr.  Mag^ioli 
for  what  he  has  done  on  behalf  of  Nicaragua.  You  heard  from  Mr. 
Schneider  that  the  problem  with  Nicaragua  is  education.  Well,  I 
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have  never  seen  a  man  go  and  put  his  job  on  the  hne,  at  the  Uni- 
versity of  Mobile,  invest  over  $3  million  in  funds,  get  something 
going  in  San  Marcos,  OK,  and  it  is  a  beautiful  university  that  has 
400  students,  and  now  it  is  going  to  have  about  600,  700,  students 
next  year.  I  have  to  thank  him,  and  I  also  have  to  thank  Mr. 
Schneider  because  he  provided  funds,  $750,000.  I  wish  he  could 
have  given  him  $2  million. 

To  conclude,  this  is  a  highly  emotional  issue  for  everybody. 
Thank  God  now  that  we  have  bipartisan  support  in  Congpress  and 
in  the  Senate,  and  I  hope  that  the  United  States  continues  to  put 
pressure  on  Nicaragua,  because  otherwise  the  country  would  not 
exist. 

Thank  you. 

[The  prepared  statement  of  Mr.  Arguello  appears  in  the  appen- 
dix.] 

Mr.  Burton  [presiding].  Thank  you,  Roberto. 

Ms.  Haugaard. 

STATEMENT  OF  LISA  HAUGAARD,  LEGISLATIVE 
COORDINATOR,  LATIN  AMERICAN  WORKING  GROUP 

Ms.  Haugaard.  I  would  like  to  thank  the  honorable  members  of 
the  subcommittee  for  the  opportunity  to  be  here  today. 

I  work  for  the  Latin  America  Working  Group,  which  is  a  coalition 
of  58  national  organizations,  but  what  I  will  say  today  reflects  my 
own  views  and  not  necessarily  all  of  the  58  organizations'. 

Mr.  Burton.  Would  you  pull  the  microphone  a  little  closer  to 
you? 

Ms.  Haugaard.  I  know  you  are  tired  of  hearing  about  the  posi- 
tive here,  but  I  really  think  it  is  important  to  do  so. 

What  has  happened  in  the  last  6  years  in  Nicaragua  is  not  just 
resolving  particular  cases  or  looking  at  particular  issues,  it  is  build- 
ing democratic  institutions.  It  doesn't  happen  in  6  years.  And  there 
have  been  clear  steps  that  we  can  really  look  at  as  progress  in  this 
time. 

Just  very  briefly,  what  has  happened  in  terms  of  civilian  control 
of  the  military,  especially  the  military  reform  law,  the  immense 
package  of  constitutional  reforms  that  went  through,  the  fact  that 
there  is  a  usually  functioning  and  always  very  vibrant  national  as- 
sembly, the  fact  that  the  1996  elections  are  arriving,  and  there  is 
very  little  debate  and  concern  about  them — there  is  no  questioning 
that,  of  course,  the  elections  will  come  and  observers  can  come  and 
that  this  is  a  way  to  change  power  in  Nicaragua.  You  know  this 
is  new.  This  is  something  to  be  congratulated. 

So  in  all  of  our  concerns  about  individual  cases  and  what  hasn't 
been  done,  please  don't  lose  sight  of  that. 

There  are,  of  course,  problems,  as  everyone  has  pointed  out.  Very 
briefly,  I  think  the  most  serious  problem  is  the  temptation  to  ig- 
nore the  rules  of  the  game,  to  walk  away  from  the  bargaining  table. 

In  Nicaragua,  the  rules  to  the  political  game,  to  the  democratic 
game,  are  brand  new.  Some  are  still  being  worked  out.  The  legisla- 
tive and  the  executive  branches  have  rules  on  paper,  but  nobody 
really  knows  how  that  works  in  practice.  There  have  been  times  of 
dangerous  standoff  between  the  executive  and  the  legislature,  for 
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example,  in  the  last  few  years  and  very  recently.  I  think  these  are 
very  dangerous  moments  for  Nicaragua. 

U.S.  policy  should  urge  Nicaraguans  across  the  political  spec- 
trum to  abide  by  the  rules  of  the  game,  to  resist  temptation  to  walk 
out  or  boycott  debate,  to  reject  violence  of  any  kind,  and  to  accept 
the  compromises  worked  out  in  the  democratic  process. 

A  second  problem  is  how  to  develop  military  and  police  forces 
that  are  under  civilian  control.  As  I  said,  there  have  been  clear 
steps  in  this  direction,  but  more  needs  to  be  done.  The  military  law 
exists  on  paper,  but  we  need  to  see  how  it  is  implemented.  Espe- 
cially we  need  to  see  how  cases,  military  cases,  are  tried  in  civilian 
courts.  We  don't  know  that  yet.  For  example,  the  Genie  case  is  one 
of  gfreat  concern,  and  La  Maranosa,  and  so  forth.  Another  concern 
I  have  is  the  economic  power  of  the  military. 

A  third  problem  is  a  flawed  justice  system,  and  here  I  think  we 
almost  have,  if  anything,  too  little  U.S.  attention,  to  this  issue.  The 
problem  is  less  the  ongoing  human  rights  violations,  although  there 
are  ongoing  human  rights  abuses,  but  they  are  diminishing  and 
more  the  failure  to  move  cases  through  the  courts. 

I  think  there  is  a  ray  of  hope  here  that  I  wish  Congress  would 
support,  and  that  is  the  promised  establishment  of  a  human  rights 
ombudsman's  office.  This  has  been  very  useful  in  other  Central 
American  countries.  It  is  laid  out  in  the  constitutional  reforms.  I 
am  not  exactly  clear  where  this  project  stands,  but  it  isn't  there 
yet.  That  is  an  area  to  be  pushed  forward. 

A  final  and  not  least  important  problem  is  the  failure  so  far  to 
generate  economic  progress  for  the  majority  of  the  people.  Now, 
other  witnesses  have  talked  about  the  remarkable  accomplishments 
of  the  Chamorro  Government  in  bringing  down  inflation  and  rees- 
tablishing GDP  gn*owth.  However,  there  is  still  a  huge  unemploy- 
ment rate,  and  many  Nicaraguans  suffered  greatly  during  the  eco- 
nomic reform  process.  The  Nicaraguan  Government  must  look  at 
the  economic  program  and  begin  to  find  ways  to  lessen  the  impact 
on  the  poor  and  ensure  a  broader-based  economic  revival. 

A  word  on  property.  There  is  a  bill  before  the  National  Assembly. 
This  is  something  that  should  be  worked  out  by  the  Nicaraguan 
National  Assembly  and  the  executive.  I  think  it  is  important  that 
we  recognize  that  in  this  area  not  everybody  will  be  satisfied  and 
compromise  is  essential.  That  compromise  must  be  worked  out  in 
Nicaragua. 

If  you  are  saying  only  the  physical  return  of  the  property  is  ac- 
ceptable, well,  what  is  your  suggestion  for  what  to  do  with  the 
172,000  families  and  individuals  who  received  title  to  property  in 
the  agrarian  reform  both  under  the  Sandinistas  and  during  the 
Chamorro  Government?  What  is  going  to  be  done  with  those 
172,000  families  and  individuals? 

Now,  I  will  set  aside  the  cases  of  those  who  profited  unduly,  but 
I  am  talking  about  the  poor  farmers  who  did  receive  property;  I  am 
talking  about  the  Resistance  members  who  received  title  to  prop- 
erty. What  happens  to  them  in  this  debate?  They  are  never  here 
when  hearings  are  held.  You  don't  hear  from  them  a  lot.  They  are 
not  your  constituents,  because  they  are  still  in  Nicaragua,  but  this 
is  a  very  important  issue,  and  you  need  to  think  about  it. 
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Finally,  I  would  just  like  to  turn  briefly  to  how  the  United  States 
can  help  the  democratic  process  in  Nicaragua.  First,  by  continuing 
aid.  I  have  a  very  strong  vote  here  for  aid.  This  is  one  of  the  poor- 
est countries  in  the  hemisphere.  The  assistance  is  well  targeted. 
This  is  a  small  investment  at  this  point,  and  it  will  pay  off. 

Second,  the  United  States  can  help  by  being  nonpartisan,  by  not 
favoring  one  side  over  another,  by  urging  the  compromises  nec- 
essary in  a  democracy.  The  United  States  can  be  helpful  by  bal- 
ancing the  concerns  about  property,  which  are  real  and  important, 
with  concerns  about  institutional  strengthening  of  the  judicial  sys- 
tem and  human  rights;  and,  finally,  the  United  States  can  help  by 
emphasizing  process. 

Nicarag^ans  are  negotiating  over  deeply  divisive  issues  regard- 
ing the  basic  principles  on  which  to  organize  their  society.  The 
United  States  should  not  discourage  the  compromises  that  are  nec- 
essary, including  where  we  might  choose  a  different  outcome,  and 
yes,  that  does  include  the  property  issue. 

All  parties  to  the  U.S.  debate  over  Nicaragua  for  the  last  15 
years  have  said  that  they  support  democracy  in  Nicaragua,  and  of 
course  they  do.  Well,  there  is  democracy  in  Nicaragua.  It  is  messy, 
it  is  conflictual,  it  is  reflective  of  national  realities  in  Nicaragua, 
it  is  riddled  with  compromises,  it  is  annoying  at  times,  but  it  is  ul- 
timately worthwhile.  Democracy. 

[The  prepared  statement  of  Ms.  Haugaard  appears  in  the  appen- 
dix.] 

Mr.  Burton.  Thank  you  very  much,  Ms.  Haugaard. 

You  said  that  many  of  the  confiscated  properties  are  now  occu- 
pied by  people  who  were  involved  in  the  war  between  the  Sandi- 
nistas and  the  contras,  and  these  occupants  aren't  here  to  discuss 
the  properties  that  they  now  claim.  Am  I  correct  in  that? 

Ms.  Haugaard.  I  am  speaking  of  the  people  who  are  bene- 
ficiaries of  the  land  reform. 

Mr.  Burton.  Yes.  Let  me  just  ask  you:  Were  any  of  those  prop- 
erties that  they  now  occupy  confiscated  by  the  Sandinistas  and 
then  redistributed? 

Ms.  Haugaard.  Sure. 

Mr.  Burton.  And  so  the  people  who  owned  the  land  before  are 
not  entitled  to  restitution? 

Ms.  Haugaard.  They  are  entitled  to  compensation.  What  I  am 
saying  is  that  they  are  absolutely  entitled  to  compensation. 

Mr.  Burton.  If  they  are  entitled  to  compensation,  should  it  be 
fair  and  equitable  compensation? 

As  I  understand  it,  they  are  getting  bonds  worth  20  cents  on  the 
dollar,  and  then  the  bonds  are  diminished  even  to  a  larger  degree, 
so  the  former  owners  are  actually  getting  approximately  10  cents 
on  the  dollar  for  the  value  of  the  lands  that  they  once  held. 

Now,  let  me  ask  you  a  question.  Let's  say  we  had  a  big  war  in 
the  United  States  and  you  owned  a  farm,  and  that  farm  was  worth 
$150,000,  and  at  the  conclusion  of  that  war  there  was  a  resolution 
where  the  people  who  were  participants  divided  up  your  land  leav- 
ing you  nothing.  So  you  went  to  court,  and  were  told,  "We  are  going 
to  give  you  $15,000  for  your  $150,000."  How  would  you  feel  about 
that? 
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Ms.  Haugaard.  It  is,  of  course,  difficult,  and  I  reserve  the  right 
to  ask  you  a  question  back,  if  I  could. 

Mr.  Burton.  Oh,  sure. 

Ms.  Haugaard.  It  is  difficult,  of  course,  to  say  what  you  person- 
ally would  do  in  this  circumstance. 

Mr.  Burton.  I  have  a  feeling  I  know  what  you  would  do.  But  go 
ahead. 

Ms.  Haugaard.  I  hope  if  it  were  a  question  of  looking  at  what 
is  really  realistically  possible,  of  knowing  that  poor  families  would 
be  evicted  from  that  land — that  piece  of  land,  of  knowing  that  the 
problems  that  face  the  Nation  were  enormous,  I  hope  that  I  would 
be  able  to  settle,  not  for  nothing,  but  for  bonds,  right. 

But  let  me  ask  you  a  question  here. 

Mr.  Burton.  Sure. 

Ms.  Haugaard.  And  that  is:  What  do  you  suggest  actually  be 
done  with  the  people  occupying  the  properties?  If  physical  restitu- 
tion is  the  only  answer,  how  would  you  remove  those  people  from 
the  properties;  What  kind  of  force  would  you  use?  Where  would 
you  put  them? 

Mr.  Burton.  I  got  the  gist  of  your  question. 

Ms.  Haugaard.  Yes. 

Mr.  Burton.  Let  me  just  say  that  those  who  believe  in  democ- 
racy believe  in  property  rights  as  a  paramount  component  of  the 
democracy. 

When  our  forefathers  founded  this  country,  property  rights  were 
of  principal  concern.  In  fact,  when  we  first  guaranteed  the  right  to 
vote,  you  had  to  be  a  property  owner  to  participate.  There  were 
many  things  that  our  forefathers  had  in  mind  when  they  gave  us 
this  country. 

Now  the  Socialists  and  the  Communists  believe  in  the  redistribu- 
tion of  the  wealth  and  the  redistribution  of  the  property.  That  is 
a  basic  difference  between  freedom,  democracy,  and  human  rights, 
versus  communism  and  socialism. 

Now,  if  we  are  going  to  continue  to  support  Nicaragua  (and  I  am 
answering  your  question  taking  up  my  time),  then  there  has  to  be 
fair  and  equitable  restitution  for  the  property  that  is  confiscated. 

I  disagree  wholeheartedly  with  the  people  who  believe  in  using 
a  socialistic  slant  in  solving  these  social  problems. 

If  you  have  thousands  of  people  on  this  land,  and  it  has  been  re- 
distributed in  accordance  with  the  socialistic  point  of  view,  let  the 
courts  decide  whether  or  not  those  people  should  be  removed  from 
the  land  or  if  they  should  be  able  to  keep  the  land. 

Once  a  determination  is  made,  if  they  stay  on  the  land,  there 
should  be  fair  and  equitable  payment  for  that  property.  It  shouldn't 
be  10  cents  on  the  dollar,  because  many  of  those  previous  owners 
worked  their  whole  lives  to  build  up  a  farm  or  business  which  was 
confiscated  when  the  Communists  took  over.  Daniel  Ortega,  as  was 
stated  earlier,  has  10  confiscated  properties.  He  and  many  other 
Communists,  like  Bayardo  Arce,  have  taken  property.  I  talked  to 
them  when  I  was  down  there.  They  came  in  and  took  over  your 
property. 

Now,  if  we  are  going  to  believe  in  free  democracy  and  we  are 
going  to  support  that  belief  with  American  tax  dollars,  your  tax 
dollars  and  my  tax  dollars,  then  we  ought  to  make  sure  the  Nica- 
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raguan  Government  is  at  least  heading  in  the  right  direction  and 
that  there  is  fair  and  equitable  settlement  of  claims. 

I  don't  want  to  take  too  much  more  time.  As  I  understand  it,  Mr. 
Sengelmann  said  that  the  State  Department  or  the  INS  should 
deny  aid  or  deny  visas  to  people  and  their  families  who  had  con- 
fiscated property  and  want  to  come  to  the  United  States  to  do  busi- 
ness? Is  that  correct? 

Mr.  Sengelmann.  Yes,  I  had  mentioned  that. 

Mr.  Burton.  You  feel  strongly  about  that,  do  you? 

Mr.  Sengelmann.  I  feel  very  stronglv  about  that,  and  I  have 
been  told  by  many  people,  including  people  in  the  Embassy  in  Nica- 
ragua, that  that  would  be  a  very  effective  way  to  resolve  cases,  be- 
cause many  of  these  people  would  find  a  way  to  resolve  their  cases. 

Mr.  Burton.  If  you  took  these  people  and  threw  them  off  the 
land  they  are  now  occupying,  it  would  probably  lead  to  more  up- 
heaval and  another  revolution.  I  think  that  is  a  possibility. 

Do  you  think  there  is  adequate  compensation  to  satisfy  many  of 
these  people  who  had  their  land  confiscated  and  divided  up  among 
many  different  people? 

Mr.  Sengelmann,  First  of  all,  I  think  that  those  cases  that  you 
just  mentioned  and  that  she  just  mentioned  are  overstated.  Tney 
are  really  a  minority  of  the  cases.  The  majority  of  the  cases  are  im- 
portant Sandinistas  who  use  these  cooperatives  as  a  front. 

However,  I  do  feel  that  there  are  cases  like  that  where  com- 
pensation has  to  be  received.  If  fair  and  effective  compensation 
were  granted,  I  think  people  would  accept  that.  However,  at  the 
same  time,  this  is  not  prompt  and  adequate  compensation. 

Mr.  Burton.  So  what  you  are  saying  is  the  United  States  should 
use  whatever  leverage  it  can  to  force  fair  and  equitable  settle- 
ments? 

Mr.  Sengelmann.  Yes. 

Mr.  Burton.  OK 

Do  you  have  any  comments,  Mr.  Arguello? 

Mr.  Arguello.  Yes,  and  for  that  same  reason  I  must  tell  you 
this:  There  is  an  individual,  Comandante  Arce,  that  you  just  men- 
tioned  

Mr.  Burton.  Comandante  Bayardo,  yes. 

Mr.  Arguello.  One  of  the  Sandinista  comandantes.  Well,  he 
threatened  to  kill  me. 

Mr.  Burton.  Kill  you? 

Mr.  Arguello.  Yes.  And  the  reason  why  he  threatened  to  kill  me 
is  because  he  stole  my  dad's  and  my  mother's  residence.  Further- 
more, he  stole  the  residence  of  my  grandmother,  who  is  88  years 
of  age. 

Now,  I  tell  you  this:  His  brother  is  involved  in  an  arms  scandal 
and  has  been  given  visas  to  come  to  the  United  States  to  buy  arms, 
and  he  comes  here  all  the  time.  So  we  are  giving  visas  to  terrorists. 

Mr.  Burton.  Why  don't  you  give  me  the  information  on  that  and 
let  me  check  into  it  with  our  intelligence  people. 

Mr.  Arguello.  Let  me  say  this:  I  wholeheartedly — even  though 
I  have  been  a  victim  of  the  Sandinistas,  I  must  tell  you  with  my 
heart  and  with  my  head  that  we  cannot  cut  aid  for  specific  pro- 
grams, such  as  the  University  of  Mobile,  such  as  the  human  rights 
program,  such  as  programs  that  help  the  Nicaraguan  people.  We 
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want  to  make  sure  that  aid  is  given  to  specific  projects,  with  a 
proper  accountability,  and  those  people  who  steal  United  States  aid 
should  end  up  in  the  United  States  right  next  to  Noriega. 

Mr.  Burton.  So  you  do  support  aid  on  a  specific  basis? 

Mr.  Arguello.  On  a  specific  basis.  And  I  do  support  this  meas- 
ure that  people  who  have — like  Bayardo  Arce,  like  Daniel  Ortega, 
people  who  are  in  that  report  that  he  has  there,  should  not  be  al- 
lowed into  the  United  States. 

Mr.  Burton.  OK  You  give  me  the  name  of  the  gentleman  who 
is  up  here  running  arms  to  terrorists  and  so  forth. 

I  presume  you  agree  with  Dr.  Magnoli.  Don't  you? 

Mr.  Magnou.  All  the  way,  sir. 

Mr.  Burton.  OK  Then  I  don't  need  to  ask  you  a  question. 

Ileana  Ros-Lehtinen. 

Ms.  Ros-Lehtinen.  Thank  you  very  much.  Just  a  quick  question 
to  Mr.  Sengelmann  and  Mr.  Arguello. 

If  you  were  to  make,  each,  two  recommendations  to  our  U.S.  Gov- 
ernment on  how  they  could  help  in  resolving  these  property  issues, 
we  realize  that  the  visas  and  the  cutting  aid,  but  some  that  you 
think  that  they  might  be  agreeable  in  supporting  you,  what  two 
recommendations  would  you  make  to  our  U.S.  officials  in  helping 
you  to  resolve  the  issues?  What  should  the  U.S.  Government  tell 
the  Nicaraguan  Government  must  be  done,  if  we  could  have  two 
separate  recommendations? 

Mr.  Sengelmann.  Well,  I  think  first  of  all  that  the  emphasis 
should  be  put  on  the  return  of  properties. 

Ms.  Ros-Lehtinen.  The  return  of  the  physical  properties  rather 
than  the 

Mr.  Sengelmann.  The  return  of  the  physical  properties.  I  think 
it  is  very  evident  that  of  the  476  properties  resolved  of  American 
citizens  in  the  last  2  years,  400,  over  90  percent,  were  bonds. 

Ms.  Ros-Lehtinen.  Right. 

Mr.  Sengelmann.  We  all  know  what  they  are  worth.  I  think  that 
would  be  one  recommendation. 

The  other  one  would  be  to  really  face  the  issue  of  property,  re- 
gardless of  the  enemies  that  the  Nicaraguan  Government  might 
make  with  the  Sandinistas  in  the  army  or  in  Nicaragua,  who  are 
still  very  much  in  power  even  though  they  are  not  officially  in 
power. 

Ms.  Ros-Lehtinen.  Those  are  very  good. 

Mr.  Sengelmann.  I  think  there  should  be  more  courage  in  ad- 
dressing these  problems. 

Ms.  Ros-Lehtinen.  Thank  you. 

Mr.  Arguello. 

Mr.  Arguello.  I  would  say  the  following:  First  is  that  the  De- 
partment of  State  continues  its  outreach  program  to  reach  out  to 
Nicaraguans  who  are  in  exile,  who  are  making  a  positive  contribu- 
tion to  Nicaragua,  who  provide  $300  million  of  assistance  to  Nica- 
ragua, more  than  the  United  States  ever  does. 

Second  is,  I  hope,  even  though  I  said  a  couple  of  things  about  the 
Department  of  State — if  I  get  invited  to  the  Department  of  State 
again — ^that  the  Department  of  State  works  very  diligently  with 
Congress  to  find  a  solution  to  the  property  issue,  because  it  is  very 
emotionally  charged. 
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I  was  invited  by  Jimmy  Carter  to  go  to  Nicaragua,  to 
Montelimar,  and,  frankly,  I  was  kind  of  deceived  by  the  former 
president,  and  Robert  Pastor  kind  of  lied  to  me  in  the  things  that 
they  told  me  they  were  going  to  do.  They  were  going  to  have  the 
property  rights  issue  discussed  in  Atlanta,  and  then  they  changed 
it  the  next  day  to  just  a  stolen  piece  of  property.  So  I  said,  no. 

The  last  thing  is  that  I  hope  that  the  Congress  understands  and 
realizes  that  it  is  very,  very  important  that  we  cannot  allow  to  con- 
tinue to  give  visas  to  people  who  have  stolen  property  from  Amer- 
ican citizens,  and  to  terrorists.  But  in  addition  to  that,  we  have  to 
be  able  to  continue  to  provide  funding  for  specific  programs  to  help 
the  Nicaraguan  people. 

Ms.  Ros-Lehtinen.  Thank  you. 

I  have  to  speak  on  the  floor,  so  I  won't  be  able  to 

Mr.  Burton.  I  will  be  right  down  there.  I  can't  miss  that.  I'm 
teasing. 

Ms.  Ros-Lehtinen.  I  am  going  to  tape  it  and  make  you  watch 
it. 

Mr.  Burton.  Thank  you. 

Ms.  Ros-Lehtinen.  Thank  you  so  much,  ladies  and  gentlemen. 

Mr.  Burton.  Mr.  Frazer. 

Mr.  Frazer.  I  just  wanted  to  say  that  the  statement  that  you 
made  earlier,  Mr.  Burton,  when  you  made  reference  to  Haiti  and 
Nicaragua  kind  of  in  the  same  paragraph,  I  endorse  and  would  join 
you  100  percent  in  the  sentiments. 

I  think  that  Congress  is  becoming  a  little  weary  of  the  State  De- 
partment, an  organization  such  as  USAID,  coming  before  the  Con- 
gress and  almost  behaving  as  an  apologist  for  these  regimes  that 
we  have  been  asked  to  support  all  over  the  world  in  spite  of  the 
fact  that  they  violate  human  rights.  They  refuse  to,  as  in  the  case 
of  Nicaragua,  return  property  to  rightful  owners. 

And  I  would  just  kind  of  step  back,  Mr.  Schneider,  to  say  that 
the  State  Department  was  aware  that  there  was  evidence  to  the 
contrary  about  the  La  Maranosa  killing.  However,  they  sent  a  let- 
ter saying,  in  fact,  that  it  was  a  conflict,  there  was  some  kind  of 
a  conflict. 

I  agree  with  you,  Mr.  Burton.  I  think  the  Congress  is  just  a  little 
weary  of  being  asked  by  the  State  Department  to  support  these 
kinds  of  regimes. 

Mr.  Burton.  Thank  you  very  much.  I  appreciate  your  comments. 

Mr.  Ballenger. 

Mr.  Ballenger.  Yes,  sir.  Just  a  couple  of  quick  questions  that 
maybe  haven't  been  covered. 

I  would  like  to  ask  any  one  of  you  that  could:  There  was  a  settle- 
ment made  on  the  eastern  side  of  the  lake,  I  think,  for  the  contras 
who  were  looking  for  land.  Has  that  worked?  Did  it  occur?  That 
was  where  one  of  those  hospitals  was  supposed  to  go. 

I  don't  know  whether  anything  has  been  done  as  far  as  if  the 
Sandinistas  are  stealing  land  by  putting  a  whole  bunch  of  people 
on  it.  The  land  toward  the  east  that  was  supposedly  given  was 
going  to  be  given  to  the  contras.  Did  that  ever  occur? 

Mr.  Sengelmann.  I  don't  know.  I  don't  think  so. 

Mr.  Ballenger.  That  is  terrible. 
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Mr,  Arguello.  I  can  answer  about  your  hospitals.  Right  after 
you  called  me,  when  the  two  hospitals  were  stolen,  it  happens  that 
the  hospitals  were  being  held  hostage  by  the  former  minister  of 

Mr.  Ballenger.  Health. 

Mr.  Arguello.  Health,  yes.  This  is  now  the  great  ambassador  to 
Colombia.  So  your  hospitals  are  safe  and  are  in  Nicaragua. 

Mr.  Ballenger.  Well,  that  is  good. 

I  have  heard  a  rumor — and  I  would  love  to  know  if  anybody 
knows  it  for  the  truth — that  Cardinal  Obando  Bravo  may  be  offered 
a  position  at  the  Vatican.  Have  any  of  you  heard  anything  like 
that? 

Mr.  Sengelmann.  No. 

Mr.  Arguello.  I  can  answer  that  one,  because  I  did  ask  the 
question  to  him  a  couple  of  days  ago.  He  said  no.  That  is  a  rumor. 
But  he  is  highly  concerned  with  the  safety  of  the  Pope. 

The  Pope  will  be  coming  to  Nicaragua  in  February,  and  there  has 
been  tremendous  concern — I  mean  they  have  been  bombing  most  of 
the  churches  in  Nicaragua.  Remember  the  last  time  that  the  Pope 
came  to  Nicaragua,  he  was  improperly  received.  People  were 
screaming,  yelling,  and  so  there  is  tremendous  concern  about  the 
Pope's  security  in  Nicaragua. 

Mr.  Magnoll  Mr.  Ballenger,  that  rumor  that  you  have  heard 
should  be  taken  as  a  sign  of  respect  that  the  people  of  Nicaragua 
and  the  rest  of  the  world  have  for  the  Cardinal. 

Mr.  Ballenger.  Very  definitely  so. 

But  I  don't  want  to  put  anybody  down  in  Nicaragua.  Every  time 
I  went  there,  he  was  the  only  one  I  thought  I  could  trust  to  tell 
me  the  truth.  It  seemed  to  me  everybody  in  Nicaragua  has  a  self- 
serving  attitude. 

Except,  Doctor,  let  me  just  say  that  I  think  that  what  you  are 
doing  is  excellent.  I  was  there  early,  at  the  very  beginning,  and  I 
am  glad  to  see  that  it  is  growing  in  the  manner  in  which  you 
planned  it,  and  the  future  of  Nicaragua  is  those  students  that  you 
are  training  right  now. 

Mr.  Magnoll  Thank  you,  sir. 

We  agree  with  you  that  there  are  some  serious  problems  that 
need  to  oe  faced.  Unless  you  have  walked  in  the  shoes  of  the  last 
5  years,  it  is  awfully  hard  to  understand  how  far  things  have  come 
from  no  process  for  these  people  to  work  with  to  solve  problems  to 
finally  developing  processes  of  democracy  that  will  work.  And  it  is 
struggling,  it  is  stumbling,  it  is  going  to  make  some  mistakes,  but 
it  is  coming  together. 

We  have  only  to  look  back  at  our  own  country  and  wonder  how 
long  it  took  in  the  very  early  days  for  democracy  to  become  a  re- 
ality. That  doesn't  condone  any  of  the  wrongs  that  may  occur,  but 
it  is  to  say  we  have  got  to  take  the  long  view,  and  that  is  why  we 
believe  education  is  so  critical. 

Mr.  Ballenger.  Right. 

Mr.  Arguello.  Can  I  just  add  to  that? 

Mr.  Ballenger.  Sure. 

Mr.  Arguello.  All  sides  of  Nicaragua — Sandinistas,  no  Sandi- 
nistas, the  business  sector — everybody  supports  the  University  of 
Mobile.  As  you  heard,  there  are  400  students  right  now  full  time, 
and  250  are  studying  English.  Next  year  they  are  going  to  have  a 
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senior  class,  and  so  you  are  going  tx)  have  about  850.  He  hasn't 
even  talked  about  the  economic  impact  that  the  university  has 
made  to  Nicaragua. 

Furthermore,  let  me  add  this:  The  University  of  Mobile  is  the 
only  true  investment  that  has  come  into  the  country  since  Violeta 
Chamorro  took  power.  So  I  hope  the  AID  learns  from  Dr.  Magnoli 
and,  furthermore,  works  closely  with  him,  because  I  think  that  the 
level  of  the  scholarships  that  they  are  giving  him,  although  it  may 
be  adequate  at  the  present  time,  is  not  it  should  be.  It  should  l>e 
three  times  as  much. 

Mr.  Ballenger.  Let  me  ask  one  question,  mv  final  as  far  as  I 
am  concerned.  You  mentioned  the  fact  that  prooably  Nicara^ans 
in  this  country  sent  back  $300  million  to  Nicaragua,  which  is  far 
and  away  the  largest  amount  of  money  they  get  from  anybody.  I 
think  in  El  Salvador  it  is  $800  million.  But  there  is  a  bill  in  Con- 
gress today — I  don't  know  if  you  all  have  looked  at  it — that  talks 
very  seriously  about  sending  illegal  aliens  back  and  how  many  ille- 
gal Nicaraguans  live  in  this  country  today,  I  don't  know,  but  there 
are  large  numbers  of  both  Salvadorans  and  Nicaraguans  that  work 
here.  Tnev  came  and  got  lost  in  the  crowd  here. 

If  somebody  goes  out  of  their  way  to  send  back  those  people  that 
are  actually  sending  money  to  help  support  their  families  down 
there,  I  think  it  would  behoove  you  all  to  look  at  that  bill — it  is 
Lamar  Smith's  bill — see  what  effect  it  would  have  on  Nicaragua.  It 
could  be  a  rather  dangerous  thing  for  almost  everybody. 

I  know  El  Salvador  was  looking  at  it  very  seriously  and  got  in 
touch  with  me  and  asked  me  if  could  I  look  at  it  and  see  what  we 
could  do.  We  have  changed  it  a  little  bit,  but  how  much  I  don't 
know. 

Mr.  Arguello.  You  know,  the  sad  state  is  that  if  the  Depart- 
ment of  State  and  Department  of  Justice,  they  could  solve  the  prob- 
lem with  a  snap  by  granting — extended  voluntary  departure.  That 
would  solve  the  problem  immediately,  because  what  happens  is, 
that  would  freeze  all  deportations. 

And  let  me  tell  you  this,  why  it  is  important.  First,  a  lot  of  the 
people  who  are  being  forced  to  go  back  to  Nicaragua  have  children 
who  were  bom  in  the  United  States,  just  being  families.  Two,  these 
people  are  sending  money  to  Nicaragua.  Three,  these  people  have 
been  taxpayers  of  the  United  States  and  are  well  behaved  citizens. 
The  crime  rate  of  Nicaraguans  in  Miami  is  close  to  zero. 

So  there  are  a  whole  bunch  of  reasons  why  I  think  that  the  De- 
partment of  Justice  and  the  Department  of  State  could  be  of  actual 

Now,  have  we  received  any  help?  The  answer  is,  no. 

I  think  that  if  we  get  involved  with  Congress,  we  are  going  to 
get  into  a  very  messy  mood  as  a  result  of  our  proposition  on  H.R. 
187,  and  I  don't  think  the  bill  is  going  to  go  through,  the  bill  that 
Ms.  Ros-Lehtinen  bravely  and  all  the  congressmen  are  trying  to 
help  us  out. 

But  I  wish  that  Congressman  Burton,  the  chairman,  understands 
and  you  understand  that  the  State  Department  and  the  Depart- 
ment of  Justice  could  actually  help  us  with  a  snap. 

Mr.  Ballenger.  Well,  I  just  know  it  is  a  major  problem,  and  I 
haven't  heard  anything  from  anybody  from  Nicaragua. 
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Mr.  Burton.  If  the  gentleman  would  yield? 

Mr.  Ballenger.  Sure. 

Mr.  Burton.  I  am  not  sure  I  understood.  How  could  the  State 
Department  and  Department  of  Justice  help? 

Mr.  Arguello.  Maybe  you  could  ask  Mrs.  Patterson.  It  is  called 
extended  voluntary  departure. 

Mr.  Burton.  Extend  what? 

Mr.  Arguello.  Voluntary  departure. 

Mr.  Burton.  Voluntary  departure.  I  see.  So  in  other  words,  give 
them  more  access  where  they  could  come  and  go.  Is  that  right? 

Mr.  Arguello.  And  freeze  everything. 

Mr.  Burton.  I  see.  OK. 

Any  other  questions? 

Well,  let  me  ask  you  two  final  questions.  Dr.  Magnoli,  you  said 
you  were  getting  $140,000  per  semester  from  AID.  Is  that  correct? 

Mr.  Magnoll  For  five  semesters.  That  was  their  commitment. 

Mr,  Burton.  $140,000  per  semester  for  five  semesters,  and  there 
are  43  students  that  benefit  from  that? 

Mr.  Magnoll  Right. 

Mr.  Burton.  I  just  was  putting  a  pencil  to  this;  $3,259  per  se- 
mester. How  does  that  square  with  what  you  charge  on  the  Mobile 
campus? 

Mr.  Magnoll  It  costs  us  about  $10,000  to  educate  each  of  those 
students.  In  every  case  we  require  the  student  and  the  family  to 
pay  as  much  of  that  as  they  possibly  can.  We  turn  to  the  business 
community  and  some  of  our  own  institutional  funds  to  make  up  the 
difference. 

Mr.  Burton.  What  does  it  cost  in  Mobile? 

Mr.  Magnoll  It  is  just  about  the  same.  The  tuition  is  about  the 
same. 

Mr.  Burton.  So  what  you  are  charging  down  there  is  consistent? 

Mr.  Magnoll  Basically  our  costs  down  there  are  just  about  the 
same  as  they  are  in  the  United  States  since  most  of  your  university 
costs  are  in  personnel. 

Mr.  Burton.  Even  though  the  value  of  the  dollars  has  acceler- 
ated because  of  the  economy? 

Mr.  Magnoll  We  pay  in  dollars. 

Mr.  Burton.  OK  I  am  not  criticizing.  I  was  just  curious  about 
that. 

Mr.  Magnoll  That  is  one  reason  we  do  that,  because  it  costs  the 
same  in  both  locations. 

Mr.  Burton.  It  seems  to  me  that  is  money  well  spent. 

Mr.  Magnoll  Years  ago  we  were  bringing  a  lot  of  students  from 
Central  America  to  the  United  States  to  educate  them  here,  and  we 
spent  2V2  times,  $25,000  a  year,  to  educate  students  that  we  edu- 
cate there  for  $10,000.  Not  only  that,  we  brought  them  to  this 
country  and  they  tended  to  not  want  to  go  home.  These  students 
stay  there  after  their  education. 

Mr.  Burton.  That  being  the  fact,  can  you  put  campuses  in  25  or 
30  countries  down  in  Latin  America? 

Mr.  Magnoll  Yes,  sir.  With  your  support,  we  can. 

Mr.  Burton.  I  want  to  thank  you  all  for  being  here. 

If  the  Nicaraguan  telephone  company,  TELCOR,  was  privatized, 
would  the  people  who  were  compensated  with  these  bonds  which 
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are  worth  20  cents  on  the  dollar  be  satisfied?  Would  that  go  a  long 
way  toward  satisfying  them? 

Mr.  Arguello.  Me? 

Mr.  Burton.  Any  of  you. 

Mr.  Sengelmann.  First  of  all,  I  would  like  to  take  advantage  of 
this  to  say  the  privatization  of  TELCOR  has  been  completely  over- 
emphasized as  if  it  were  the  solution  to  all  or  most  of  the  problems 
of  the  compensation  and  confiscation. 

Like  I  said  before,  more  property  should  be  returned.  And,  sec- 
ond, even  if  it  is  privatized,  I  think  it  will  raise  the  price  some- 
what. Nobody  knows  exactly  how  much.  Nobody  knows  what  the 
value  of  the  bonds  will  be.  But  the  people  I  have  spoken  to  all  seem 
to  agree  if  the  value  goes  up,  it  will  not  go  up  over  50  percent. 

Mr.  Burton,  We  might  be  looking  at  30  or  40  cents  on  the  dollar. 

Mr.  Sengelmann.  Exactly. 

Mr.  Burton.  It  would  be  a  step  in  the  right  direction,  but  not 
a  proper  solution. 

Mr.  Sengelmann.  Exactly.  A  lot  of  people  who  accepted  bonds 
would  be  happy  because  they  are  getting  more  than  what  they  ex- 
pected, but  they  have  been  forced  to  accept  bonds  in  the  first  place. 
I  don't  think  in  the  long  run  they  would  be  satisfied.  I  don't  think 
it  would  solve  the  property  problem  or  that  confidence  would  be  re- 
established in  Nicaragua  for  investment. 

Mr.  Arguello.  Mr.  Chairman,  let  me  expand  what  Peter  said. 
I  agree  100  percent.  But  since  Cass  has  been  waiting  5  years  for 
that  to  be  privatized,  let  me  say  the  following.  What  Mr.  Mark 
Schneider  indicated  was  that  Price  Waterhouse  has  support  in 
privatizing  it,  I  think  is  excellent.  I  want  to  make  sure  that  he  and 
you  understand  that  a  privatization  has  to  be  a  privatization 
whereby  not  a  person  will  be  pinpointed  by  someone  and  say  you 
are  going  to  privatize  it  and  make  $30  million  apiece.  It  has  to  be 
an  open  process,  democratic  process.  Whoever  steals  the  money 
should  be  in  jail.  The  money  received  from  the  court  should  be  in 
U.S.  funds  deposited  in  U.S.  banks  to  make  sure  that  those  moneys 
back  the  bonds. 

Mr.  Burton.  OK. 

Mr.  Arguelo.  You  need  to  be  very  careful  because  you  are  talk- 
ing big  business,  OK,  and  there  are  a  lot  of  people  who  are  just 
waiting  like  buzzards. 

Mr.  Burton.  Waiting  like— what  is  that? 

Mr.  Arguello.  You  know  there's  a  dead  person,  and  they  are  cir- 
cling all  around.  They  are  waiting  for  them  to  privatize  to  steal  the 
money. 

Mr.  Burton,  You  mean  like  buzzards. 

Mr.  Arguello.  Yes.  And  then  Cass  will  be  very  unhappy. 

Mr.  Burton.  That  is  a  very  g^raphic  illustration. 

I  want  to  thank  you.  With  that,  we  are  adjourned.  This  has  been 
a  very  good  hearing. 

[Whereupon,  at  12:45  p.m.,  the  committee  was  adjourned  to  re- 
convene at  the  call  of  the  Chair.] 
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Chairman  Burton,  members  of  the  Committee,  thank  you  for  the 
opportunity  to  speak  before  your  subcommittee  on  a  matter  near  and  dear  to  my 
heart  —  the  state  of  democracy  in  Nicaragua. 

First,  let  me  explain  my  relationship  with  the  country  and  its  government, 
specifically  President  Chamorro,  who  is  a  dear  friend  to  me  and  my  wife,  Priscilla. 
In  1988, 1  first  traveled  to  Nicaragua  with  a  delegation  of  educators  from  my 
district  to  promote  the  values  of  education,  and  set  up  a  private  scholarship 
program  for  Nicaraguan  students  to  study  in  this  country.  While  there,  I  met  an 
extraordinary  woman  named  Violeta  Barrios  de  Chamorro,  the  wife  of 
assassinated  President  Pedro  Joaquin  Chamorro,  who  then  was  publishing  La 
Presna.  Two  years  later,  I  revisited  Nicaragua  with  Elliott  Richardson,  as  part  of 
the  United  Nations'  Electoral  Observation  team,  to  oversee  their  first  democratic 
elections.    In  April  of  that  same  year,  I  personally  witnessed  Violeta  Chamorro's 
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inauguration. 

I  returned  again  in  1993  with  Priscilla  and  two  of  my  grandchildren  to  see 
the  tremendous  changes  that  Nicaragua  has  undergone  under  her  steady  and 
courageous  leadership.  This  past  September,  at  our  most  recent  meeting,  we 
hosted  a  luncheon  here  in  the  Capitol  where  we  continued  our  discussion  of  the  far 
reaching  changes  that  Nicaragua  has  undergone  in  the  last  five  years,  especially 
this  past  year. 

For  the  purposes  of  this  hearing,  I'd  like  to  touch  on  several  areas  of 
importance  —  the  status  of  property  claims  settlements,  improvements  in  human 
rights,  as  well  as  changes  to  the  economy  and  electoral  system. 

First,  regarding  Property  Claims  —  this  is  a  very  difficult  issue  and  I 
certainly  don't  claim  to  be  an  expert  ~  but  my  sense  is  that  the  government  of 
Nicaragua  is  committed  to  resolving  all,  repeat  all,  outstanding  property 
confiscation  claims  by  the  close  of  President  Chamorro's  term  which  means  the 
end  of  next  year. 

To  that  end,  both  the  government  of  Nicaragua  and  the  U.S.  Embassy  in 
Managua  established  a  database  of  approximately  1,400  U.S.  citizen  confiscated 
property  claims.  These,  of  course,  were  inherited  by  the  Chamorro  government. 
At  the  end  of  1994,  the  total  number  of  claims  had  been  reduced  to  around  900. 
The  government  of  Nicaragua  then  undertook  to  settle  the  remainder  of  those 
cases  at  the  rate  of  about  300  every  six  months  for  the  succeeding  18  months.  As 
a  result,  by  July  1,  1995,  more  than  half  of  those  cases  included  in  the  original 
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database  had  been  resolved. 

For  some  this  may  not  be  fast  enough,  but  I  feel  that  the  numbers  really 
speak  for  themselves.  President  Chamorro  has  made  a  commitment  to  settle  the 
remainingclaimsby  theendof  1996.  I  have  total  faith  in  her.  If  anyone  can  do 
it,  Violeta  Chamorro  is  the  one. 

In  the  area  of  Human  Rights,  the  government  has  made  several  moves 
toward  improving  their  record.  For  instance,  last  year  the  National  Assembly 
established  a  new  military  code  which  substantially  strengthened  civilian  control 
over  the  military.  As  we  all  know,  as  a  result  of  the  new  term  limits  included  in 
the  Code,  Humberto  Ortega,  brother  of  former  Sandinista  President  Daniel  Ortega, 
has  been  replaced  as  head  of  the  Nicaraguan  Army. 

The  new  Code  provides  for  the  prosecution  of  members  of  the  military 
through  civilian  courts,  in  an  effort  to  hold  soldiers  accountable  to  civilian 
authorities,  and  for  financial  disclosure  of  all  senior  military  officers  to  provide  for 
better  accountability. 

As  an  aside,  in  the  most  recent  Organization  of  American  States  (OAS) 
report,  Nicaragua  was  nol  identified  as  a  human  rights  violator.  In  fact,  in 
February  of  this  year,  Nicaragua  joined  the  U.S.  at  the  United  Nations  to  condemn 
human  rights  abuses  in  Cuba  and  China. 

Let  me  turn  to  the  Economy,  for  a  quick  evaluation  of  Nicaragua's 
performance  during  the  past  five  years  as  a  democracy.  The  economic  system 
inherited  by  the  Chamorro  administration  featured  a  centrally  controlled  economy 
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in  which  the  State  was  responsible  for  a  minimum  of  40%  of  the  GNP.  There  was 
a  small  and  over-regulated  private  sector.  Market  institutions  were  weak  and  GDP 
ultimately  fell  below  the  level  of  1970.  Hyperinflation  reached  an  almost 
unimaginable  40,000  percent.  Foreign  debt  amounted  to  more  than  six  times  the 
value  of  the  GDP  ~  clearly  exceeding  the  country's  repayment  capacity. 

In  only  five  years,  the  Chamorro  administration  has  been  able  to  reverse 
most  of  these  negative  economic  trends.  The  government  embarked  on  a 
concerted  course  of  economic  reform  and  trade  liberalization  to  strengthen 
democracy  and  promote  stable  economic  development  through  the  gradual  re- 
implementation  of  a  free  market-oriented  economy.  The  results  have  been 
remarkable.  Hyperinflationary  levels  have  been  drastically  reduced.  They  expect 
single  digits  for  1995.  GDP  increased  3.4%  in  1994,  and  is  expected  to  grow  by 
4%  when  the  1995  figures  are  in.  This  recovery  is  closely  related  to  a  30% 
increase  in  the  value  of  exports,  producing  hard  currency. 

In  addition,  a  number  of  social  action  programs,  such  as  improving  the 
quality  and  coverage  of  preventive  health  care  and  primary  education,  have  been 
introduced  to  help  eliminate  poverty. 

Nicaragua  has  also  conducted  the  most  far-reaching  privatization  program 
in  Latin  America.  State  control  of  productive  activities  has  been  reduced  from 
40%  of  the  GNP  in  the  1980's  to  less  than  5%  in  the  1990's.  It  is  expected  to 
disappear  by  the  end  of  the  year. 

Finally,  let  me  say  a  few  words  about  democracy.  There  is  a  "triple 
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transition"  occurring  now  in  Nicaragua  —  1 ).  from  war  to  peace,  2).  from  a 
centralized  to  a  liberated  economy,  and  3).  from  a  military  dictatorship  to  a 
democracy.  The  Chamorro  Administration  is  keeping  the  country  together  during 
these  transitions.  Nicaragua  is  something  to  be  proud  of.  It  is  a  success  story. 
From  a  society  that  was  bitterly  divided  by  years  of  conflict  comes  a  stable 
government  with  all  of  the  new  freedom  that  evolves  along  with  democratization. 
Not  many  people  realize  that  their  constitution  calls  for  four  branches  of 
government  ~  the  Executive,  the  Legislative,  the  Judicial  and  the  Electoral. 
Nicaragua  today  boasts  an  active  and  independent  National  Assembly  representing 
probably  too  many  political  parties.  But  the  Assembly  continues  to  pass  pieces  of 
legislation  that  are  key  to  facilitating  the  changes  that  have  occurred  in  Nicaragua. 
In  October  of  1996,  Nicaraguans  will  return  to  the  polls  to  elect  the  next  President. 
The  people  of  this  small  but  extraordinary  country  realize  that  free  elections  are 
the  key  to  their  friture  since  democracy  is  the  key  to  their  success. 

Mr.  Chairman,  I  wanted  to  come  before  the  subcommittee  today  to 
emphasize  that  this  country  is  well  along  in  the  process  of  turning  itself  around. 
Are  there  problems  in  Nicaragua?  Absolutely.  It  has  only  been  five  years.  The 
road  is  still  long.  There  will  never  be  an  absolute  destination.  But  under  the 
leadership  of  President  Violeta  Chamorro,  Nicaragua  has  undergone  wrenching 
changes  of  which  any  one  of  us  would  be  proud. 
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Mr.  Chairman,  Members  of  the  Subcommittee: 

Thank  you  for  allowing  me  to  appear  before  you  to  discuss  the 
situation  in  Nicaragua  and  present  a  progress  report  on  how  this 
administration  is  carrying  out  policies  to  consolidate  democracy, 
advance  human  rights,  promote  national  reconciliation,  encourage 
sustainable  economic  development,  and  protect  property  rights  in 
that  country. 

BIPARTISANSHIP 

It  was  just  over  two  years  ago  —  on  October  6,  1993,  to  be 
precise  --  that  my  State  Department  colleague.  Assistant 
Secretary  Alexander  Watson,  appeared  before  this  subcommittee  on 
the  subject  of  U.S.  policy  toward  Nicaragua.   Much  has  changed  in 
Nicaragua  during  these  two  years  —  for  the  most  part  positive 
change,  as  I  will  outline  shortly.   What  has  remained  constant, 
however,  is  the  fundamental  tenet  of  American  foreign  policy  — 
the  tradition  of  bipartisanship.   As  Secretary  Christopher  said 
shortly  after  the  midterm  elections  of  last  November: 

...The  recent  elections  changed  the  balance  of  power  between 
the  parties.   But  they  did  not  change  —  indeed  they 
enhanced--  our  responsibility  to  cooperate  on  a  bipartisan 
basis  in  foreign  affairs... 

"President  Clinton  and  I  are  determined  that  a  Democratic 
President  and  Republican  majorities  in  Congress  can  and  will 
work  together  to  maintain  our  nation's  leadership  in  the 
world.   It  is  in  the  direct  interest  of  each  and  every 
American  that  we  succeed." 

Early  in  1993  Secretary  Christopher  laid  out  the  themes  that 
would  guide  the  Clinton  Administration's  approach  to  our 
relations  with  the  countries  of  the  Hemisphere  —  themes  which 
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are  the  basis  for  the  bipartisan  foreign  policy  which,  in  1995, 
we  continue  to  pursue  with  conviction  and  energy  and  —  in  the 
case  of  Nicaragua  --  with  notable  success: 

"The  United  States  will  direct  its  aid  and  influence,  in 
every  way  possible,  to  enable  the  nations  of  this  Hemisphere 
to  advance  human  rights  and  strengthen  democratic 
institutions  which  promote  the  rule  of  law.   We  will  support, 
through  our  foreign  assistance,  the  development  of  civil 
society.   We  want  to  work  with  governments  to  strengthen  key 
public  institutions  and  the  administration  of  justice.   We 
want  to  share  our  experience  to  help  democratic  governments 
to  fight  corruption  and  other  abuses  of  power." 

Our  policy  toward  the  region,  and  toward  Nicaragua,  is  rooted  in 
the  context  of  the  realities  of  the  90' s: 

o   Central  America  is  no  longer  a  geographic  battlefield 

—  that  issue  has  been  decided.   The  Cold  War  is  history. 

o   The  nations  of  the  Hemisphere,  including  Nicaragua,  have 

chosen  to  strive  for  democracy  and  free  market  economies  as 
the  model  most  likely  to  assure  prosperity  and  political 
freedom. 

o   there  are  two  corollaries  here:  (1)  there  is  no  democracy 
without  respect  for  and  protection  of  human  rights,  and  (2) 
the  free  market  does  not  function  without  guarantees  for 
private  property. 

o   There  is  increasing  competition  for  an  ever-diminishing 

amount  of  international  assistance  funds  —  both  bilateral 
and  multilateral.   Countries  have  to  convince  donors  that 
they  are  on  the  right  track  —  that  they  are  building 
institutions  that  will  sustain  democracy,  the  rule  of  law, 
and  peaceful  reconciliation  of  political  differences;  and 
that  they  are  preparing  themselves  for  eventual  integration 
into  regional  and  hemispheric  free  trade  systems.   Nicaragua 
cannot  afford  to  lag  behind  its  neighbors. 

Where  Nicaragua  Was  in  1993. 

when  Assistant  Secretary  Watson  testified  two  years  ago,  the 
democratically  elected  government  of  President  Violeta  Chamorro 
was  just  three  years  old.   That  government  was  presiding  over 
perhaps  the  most  fundamental  political  and  economic 
transformation  of  any  country  in  the  Hemisphere  --  from  a  country 
at  war  to  one  at  peace,  from  a  dictatorship  to  a  democratic 
transition,  and  from  a  statist,  command  economy  to  one  based  on 
the  free  market  and  respect  for  the  right  of  private  property. 
There  is  no  doubt  that  progress  up  to  that  point  had  been  made  on 
all  these  fronts,  but  Assistant  Secretary  Watson  reported  to  you 
that  the  country  still  confronted  formidable  problems: 

o   Although  democratic  institutions  were  in  place,  the  three 
main  political  forces  —  the  Government,  the  still  powerful 
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Sandinista  National  Liberation  Front  (FSLN)  and  the  National 
Opposition  Union  (UNO)  —  had  reached  a  point  of  mutual 
antagonism  that  produced  a  virtual  paralysis  of  the 
legislative  branch  of  government. 

o   Although  the  Sandinista  Popular  Army  (EPS)  had  been  reduced 
in  size  from  85,000  in  1990  to  under  15,000  in   1993,  control 
of  the  military,  as  well  as  the  police  and  intelligence 
apparatus,  remained  in  the  hands  of  individuals  who  were  not 
committed  to  the  principles  of  civilian  control  and 
accountability  and  nonpartisan  professionalism. 

o    Significant  numbers  of  human  rights  violations  were  still 

being  committed  against  demobilized  members  of  the  Nicaraguan 
Resistance  in  the  traditionally  conflictive  northern  areas  of 
Nicaragua.   A  Tripartite  Commission  —  composed  of  the 
Government,  the  Catholic  Church,  and  the  OAS's  International 
Commission  of  Support  and  Verification  (CIAV)  —  was  just 
starting  to  reopen  these  unresolved  cases  for  investigation. 

o   Although  President  Chamorro's  macroeconomic  stabilization 
program  had  dramatically  reduced  inflation  and  restored  the 
confidence  of  the  international  lending  community, 
Nicaragua's  resource-poor  economy  in  1993  still  lacked  the 
vitality  and  investment  needed  to  produce  positive  growth  and 
create  jobs  in  the  private  sector.   A  newly  minted 
administrative  process  for  resolving  thousands  of  outstanding 
property  confiscation  claims  dating  from  the  Sandinista 
period  was  just  beginning  to  show  positive  results. 

NICARAGUA  TODAY 

The  Administration  was  convinced  then,  and  remains  convinced, 
that  the  only  feasible  way  for  the  U.S.  to  assist  Nicaragua  is 
through  a  policy  that  reflects  basic  American  values,  at  the  same 
time  that  we  promote,  and  indeed  insist  upon,  measurable  progress 
as  Nicaraguans  resolve  their  own  political  and  economic 
problems.   The  proper  arena  for  that  task  is  in  Managua,  not  in 
Washington.   And  the  key  to  the  resolution  of  Nicaragua's 
problems  lies  in  fostering  a  spirit  of  reconciliation; 
continuous,  frank  dialogue  among  all  political,  economic  and 
civil  actors;  and  the  demonstration  of  a  willingness  on  the  part 
of  all  Nicaraguans  to  compromise  and  to  shoulder  shared 
sacrifices  to  move  the  country  forward. 

If  we  look  at  where  Nicaragua  was  two  years  ago,  and  where  it  is 
today,  I  think  a  strong  case  can  be  made  that  the  trend  is  in  the 
right  direction. 

Today,  the  National  Assembly,  under  strong  multiparty 
leadership,  is  functioning  in  a  vibrant,  democratic  fashion.   It 
has  tackled  tough  issues,  and  has  registered  major  legislative 
accomplishments  —  a  new  military  code,  a  major  reform  of  the 
Sandinista  constitution,  new  narcotics  and  labor  legislation. 
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The  new  military  code  was  passed  in  September  1994  over  the 
doubts  of  may  Nicaraguans  who  thought  it  would  never  happen. 
Under  this  legislation,  the  longtime  head  of  the  armed  forces 
retired  and  his  replacement  was  appointed  by  the  democratically 
elected  President.   Crimes  by  military  personnel  against 
civilians  must  now  be  heard  in  civilian  courts.   The  military's 
budget  and  finances  are  now  subject  to  civilian  oversight.   And 
the  old  politically  charged  name  --  Sandinista  Popular  Army  —  is 
now  a  relic  of  the  past. 

Two  months  ago,  the  National  Democratic  Institute  (NDI) ,  in 
cooperation  with  the  Nicaragua  National  Assembly  and  a  new 
private  sector  civil-military  affairs  think  tank  (Center  for 
National  Strategic  Studies,  CEEN) ,  brought  together  an  impressive 
array  of  civilian  and  military  leaders  and  members  of  civil 
society  to  discuss  issues  relating  to  the  role  of  the  military  in 
a  democracy.   We  are  under  no  illusions  that  the  new  Army  of 
Nicaragua  has  been  brought  fully  under  civilian  control  and 
direction  --  but  we  are  seeing  the  first  substantive  steps  in  a 
process  which  is  pointing  in  the  right  direction. 

The  constitutional  reform  debate  that  convulsed  Nicaraguan 
politics  for  nine  months  in  1994-95  resulted  in  a  major  shift  of 
power  from  the  traditionally  dominant  executive  to  the 
legislative  branch.   Executive  dominance  was  a  legacy  of  the  1987 
Sandinista  Constitution  and  the  previous  almost  50   years  of 
Somoza  family  dictatorship.   Throughout  the  extended  national 
debate,  the  military,  frequently  a  power  broker  in  Latin  American 
political  disputes  and  always  the  dominant  force  in  Nicaragua, 
remained  a  neutral  bystander.   All  Nicaraguans  can  take  pride 
that  this  contentious  issue  was  resolved  by  the  Nicaraguans 
themselves,  peaceably,  through  tough  political  negotiation  and 
compromise  by  the  civilian  political  leadership  playing  by  the 
rules  of  the  democratic  game. 

The  last  major  armed  Resistance  organization  was  demobilized  in 
early  1994  and  has  become  a  successful  cattle  and  coffee 
cooperative  in  the  Quilali  area.   The  Government  and  military 
handled  that  problem  particularly  well.   In  fact,  a  recent  CIAV 
report  points  to  a  dramatic  reduction  in  politically  motivated 
violence,  especially  by  Sandinista  military,  police  and 
paramilitary  groups  that  were  linked  to  most  human  rights  abuses 
against  ex-Resistance  members  just  a  few  years  ago. 
Unfortunately,  the  report  also  points  to  the  continued  plague  of 
criminal  violence  and  general  lawlessness  in  many  remote  rural 
areas  of  the  country,  where  there  is  deep  poverty  and  where 
civilian  authority  is  weak  or  nonexistent. 
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The  Supreme  Court,  expanded  as  a  result  of  constitutional  reforms 
earlier  this  year,  is  a  more  balanced,  less  politicized 
institution,  with  12  members  and  welcome  new  blood  and  with  a  new 
internal  organization.   Two  women  now  serve  as  justices. 

A  new  five  member  Supreme  Electoral  Council  --  a  coequal  branch 
of  the  Nicaraguan  Government  —  was  elected  by  the  National 
Assembly  this  past  June.   Like  the  Supreme  Court,  the  new  Council 
is  a  politically  diverse  body  and  enjoys  broad  support.   It  will 
have  the  daunting  task  of  organizing  and  overseeing  the  1996 
national  elections. 

The  Tripartite  Commission  has  issued  four  reports  since  1993, 
detailing  83  human  rights  cases  involving  the  deaths  of  161 
former  Resistance  members  and  other  ex-combatants.   The  record  of 
implementation  of  recommendations  by  the  Commission  for  remedial 
action  and  follow-up  by  the  Government  or  security  forces  remains 
poor  and  unacceptable.   The  Government,  working  constructively 
with  the  new  Army  commander,  has  now  submitted  all  cases 
investigated  or  tried  by  the  military  justice  system  to  the 
civilian  Supreme  Court  for  review.   The  Catholic  Church  and  CIAV, 
both  of  which  sit  on  the  Tripartite  Commission,  have  welcomed  the 
Court  review  as  a  step  toward  possible  resolution  of  these 
long-neglected  cases.   The  U.S.  Government  and  the  entire  human 
rights  community  in  Nicaragua  is  waiting  to  see  impunity  ended 
and  justice  served. 

The  Nicaraguan  police  are  evolving  into  a  more  professional  law 
enforcement  institution.   Whereas  two  years  ago  they  hesitated  to 
confront  militant  Sandinista  labor  protests  or  land  seizures, 
today  the  police  act  with  greater  responsibility,  firmness,  and 
even-handedness  to  uphold  law  and  order.   Their  cooperation  with 
the  U.S.  Drug  Enforcement  Administration  during  this  period  in 
the  interdiction  of  illegal  narcotics  being  transshipped  across 
Nicaraguan  territory  has  been  promising,  notwithstanding  their 
overall  lack  of  training  and  resources  for  modern  police  work. 
Public  respect  is  beginning  to  follow;  the  Nicaraguan  AmCham 
chapter  recently  established  an  Association  of  Friends  of  the 
Police  and  a  fund,  managed  by  the  Chamber,  to  support  special 
police  projects. 

An  independent  Comptroller  General,  highly  respected  across 
political  lines,  is  hard  at  work  helping  to  ensure  transparency 
in  all  government  financed  transactions.   Its  reports,  under  the 
reformed  constitution,  are  now  made  available  to  the  legislative 
branch,  which  has  established  its  own  commission  to  look  into 
official  corruption,  headed  by  one  of  Nicaragua's  most  respected 
legislators,  Myriam  Arguello  of  the  Conservative  Popular  Alliance. 

Elections  on  the  Atlantic  Coast  in  February  1994  were  declared 
free  and  fair  by  a  wide  range  of  foreign  observers,  including  a 
delegation  organized  by  the  International  Republican  Institute. 

Efforts  of  the  Chamorro  Government  to  establish  a  sound 
macroeconomic  framework  are  beginning  to  bear  fruit.   Led  by 
strong  growth  in  the  agricultural  sector,  the  economy  grew  by  3.2 
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percent  in  1994  --  the  first  economic  growth  in  more  than  a 
decade.   This  year,  the  economy  expects  growth  in  the  4  percent 
range,  and  prospects  for  next  year  are  equally  positive.   Today, 
in  Managua,  it  is  possible  to  see  the  face  of  change.   There  are 
11  private  banks.   New  businesses  are  opening.   We  see 
Nicaraguans  beginning  to  have  confidence  in  their  future. 

The  Nicaraguan  Government  has  made  progress  in  resolving  the 
enormous  problem  created  during  Sandinista  rule  by  the 
uncompensated  confiscation  of  thousands  of  properties.   When  Amb. 
Watson  last  testified  before  this  subcommitee,  only  119  American 
citizen  claims  had  been  resolved.   Over  the  past  two  years  the 
Nicaraguan  Government  has  taken  steps  to  improve  the  rate  of 
claims  resolution,  including  enacting  property  laws,  streamlining 
the  administrative  claims  system  and  strengthening  the 
judiciary.   As  of  last  October  1,  a  total  of  637  American  citizen 
claims  have  been  resolved,  428  of  them  in  the  previous  twelve 
months . 

The  Administration  believes  that  these  tangible  and  positive 
results  can  be  attributed  in  part  to  its  policy  of  active 
engagement  in  Nicaragua.   While  the  Nicaraguan  Government's 
actions  over  the  ] ast  two  years  benefitted  claimants  of  all 
nationalities,  we  naturally  have  a  particular  interest  in  U.S. 
national  claims.   This  administration's  policy  is  designed  to 
ensure  the  prompt,  equitable  resolution  of  these  claims  while 
still  furthering  other  important  policy  goals  in  Nicaragua. 
( ( (As  you  know,  the  Secretary  of  State  last  July  signed  a 
one-year  waiver  of  the  application  of  U.S.  legislation  which 
would  have  forced  us  to  discontinue  economic  assistance  to  the 
government  of  Nicaragua.   However,  the  Secretary  of  State  also 
determined  that  the  property  resolution  system  now  in  place  still 
does  not  meet  international  standards,  which  call  for  prompt, 
adequate  and  effective  compensation  if  property  cannot  be 
returned.   The  Government  of  Nicaragua  is  on  notice  that  they 
must  make  further  improvements  so  as  to  meet  these  standards.)) 
Meanwhile  our  embassy  in  Managua  continues  to  work  with  our 
Nicaraguan  interlocutors  and  U.S.  citizent  claimants,  on  a 
case-by-case  basis,  to  resolve  the  remaining  1101  claims  rapidly 
and  fairly,  in  accordance  with  U.S.  and  international  law. 

During  the  last  two  years,  however,  an  additional  516  claims, 
many  held  by  persons  who  have  only  very  recently  become  U.S. 
nationals,  have  been  filed  with  the  Embassy.   The  embassy  has 
actively  sought  to  assist  these  claimants  as  well.   Furthermore, 
we  are  deeply  concerned  because  the  pace  of  resolutions  has 
fallen  off  in  the  last  three  months.   The  Nicaraguan  Government 
has  explained  that  it  has  focused   its  attention  on  the  passage 
of  a  new  property  law  formally  settling  issues  of  title  and  the 
privatization  of  the  state-owned  telephone  company,  TELCOR.   They 
argue  that  the  privatization  is  important  to  the  property  issue, 
since  the  proceeds  are  earmarked  to  support  the  property  claims 
program  and  may  provide  a  massive  stimulus  to  claims  resolution. 
Nonetheless,  we  have  expressed  our  displeasure  with  the 
slowdown.   We  will  continue  to  press  for  the  resumption  of 
large-scale  claims  resolutions,  so  the  Nicaraguan  government  can 
meet  its  own  goal  to  resolve  all  claims  by  the  end  of  the 
Chamorro  administration. 
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Of  particular  note  is  the  fact  that  the  property  problem  has 
become  internationalized  and  all  foreign  donors  now  press  the 
Nicaraguan  Government  to  resolve  the  property  issue 
expeditiously.   The  UNDP  sponsored  a  streamlined  "one-stop  shop" 
to  deal  with  property  claims.   These  donors,  like  the 
Administration,  realize  the  importance  of  active  engagement  with 
Nicaragua  on  the  property  issue. 

U.S.  Support  for  Nicaragua's  Transition 

The  overreaching  theme  of  U.S.  policy  in  Nicaragua  is  support  for 
the  democratic  process,  for  the  strengthening  of  democratic 
institutions  and  civil  society,  and  for  President  Chamorro  as 
the  democratically  elected  transition  president  of  Nicaragua. 
Our  policy  can  be  summarized  as  support  for  a  successful 
transition  to  a  second  democratically  elected  government  to  take 
office  in  January  1997.   And  a  democratic  Nicaragua,  with  a 
sound,  growing  free  market  economy  is  essential  to  a  peaceful  and 
stable  Central  America. 

Our  support  has  come  in  the  tangible  form  of  our  assistance 
program.   When  we  reopened  the  USAID  assistance  program  in  June 
1990,  we  focused  first  on  helping  the  newly  elected  Government  to 
stabilize  the  economy  and  set  the  stage  for  growth  by  encouraging 
sound  economic  policies.   Much  of  our  assistance  in  the  early 
years  was  for  balance  of  payments  support.   I  think  most  would 
agree  that  the  stabilization  goal  has  been  achieved.   Nicaragua 
has  rediscovered  "the  market"  in  principle  and  in  practice. 

With  economic  stability  now  a  fact,  we  have  recast  our  assistance 
strategy  to  hone  in  on  three  main  areas  --  consolidating 
democracy;  triggering  economic  recovery  and  sustainable 
development;  and  improving  the  health  and  well-being  of 
Nicaragua's  people  and  their  environment.   These  programs  will  be 
described  in  further  detail  in  USAID' s  testimony. 

The  Challenges  Before  Nicaragua 

Are  there  still  problems  in  Nicaragua?   Sure  there  are,  and  they 
are  formidable.   Nicaragua's  transition  to  a  politically 
reconciled,  fully  democratic,  free-market  society  is  still  in 
process.   Finding  the  solutions  to  the  whole  range  of  nagging 
problems  is  a  tough  task,  but  Nicaraguans  have  shown  that  they 
can  work  out  the  answers  themselves  within  the  democratic 
framework  they  have  created.   While  the  U.S.  and  other 
sympathetic  donors  can  help,  no  foreign  friends  can  resolve  these 
problems.   Only  the  Nicaraguans  can  do  that  —  through  the 
political  will  that  only  they  can,  and  must,  supply.   That  is  a 
message  that  we  have  made  amply  clear  in  our  diplomacy  --  and 
that  Nicaraguans  welcome. 
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Let  me  mention  some  of  the  areas  where  political  will  is  on  the 
line: 

1)  The  Property  Problem 

The  problem  of  property  must  be  settled  for  the  good  of  Nicaragua 
and  for  the  future  of  our  bilateral  relations.   Nicaragua's 
economic  growth  and  political  stability  depend  on  it.   The  only 
truly  effective  engine  for  economic  growth  in  Nicaragua  remains 
foreign  investment,  which  will  not  occur  in  a  sufficient  amoun 
until  Nicaragua  can  protec  property  rights  and  establish  clear 
title  to  property.   Understanding  this,  the  World  Bank 
cConsultative  Group  for  Nicaragua,  meeting  in  paris  in  June  1994, 
"urged  the  Government  to  exert  all  efforts  to  resolve  oustanding 
property  claims  and  to  regularize  land  tenure  rights,  as 
essential  to  restoring  investor  confidence." 

In  addition,  unresolved  property  claims  stand  in  the  way  of  true 
national  reconciliation.   Until  Nicaraguans  believe  their 
government  has  done  all  it  can  to  redress  the  wrongs  created  by 
the  Sandinista  confiscations,  Nicaragua  will  not  have  rebuilt 
adequate  foundations  for  a  strong  democratic  political 
community.   Moreover,  the  Administration  believes  its  resolution 
of  U.S.  citizen  claims  remains  tremendously  important  to 
Nicaragua's  bilateral  relations  with  the  United  States.   The 
United  States  has  a  strong  and  legitimate  interest  in  seeing  the 
resolution  of  claims  pending  before  the  Nicaraguan  Government 
involving  persons  who  are  now  U.S.  citizens. 

The  Nicaraguan  government  is  now  debating  long-awaited 
legislation  to  privatize  the  state  telecommunications  agency, 
TELCOR,  the  proceeds  of  which  will  be  used  primarily  to  support 
the  compensation  bond  system.   These  are  controversial  measures, 
both  inside  and  outside  Nicaragua,  but  they  are  being  supported 
by  substantial  majorities  representing  a  broad  spectrum  of 
Nicaraguan  political  opinion.   We  will  have  to  see  over  time 
whether  in  fact  these  new  laws  move  the  country  toward  a 
definitive  --  and  just  --  solution  to  the  property  issue. 

All  branches  of  government  and  all  members  of  the  Nicaraguan 
policial  community  take  responsibility  for  solving  the  problem. 
Finally,  the  Nicaraguan  Government  must  understand,  as  I  believe 
it  does,  that  the  U.S  Government  will  continue  to  insist  upon  the 
rapid  and  eqitable  resolution  of  U.S.  citizen  claims. 

2)  Human  Rights ; 

Political  will  is  also  needed  in  the  area  of  human  rights.   The 
recommendations  of  the  Tripartite  Commission  must  be  implemented, 
and  other  prominent  outstanding  human  rights  cases  --  including 
the  murders  of  Jean  Paul  Genie,  Arges  Sequeira,  and  Enrique 
Bermudez,  as  well  as  the  deaths  at  "La  Maranosa"  --  must  be 
resolved  with  justice  and  dispatch.   All  of  these  cases  languish 
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in  the  hands  of  the  judiciary  —  except  the  Bermudez  case,  which 
will  require  investigation  from  scratch.   These  are  cases  where 
justice  has  been  delayed;  therefore  justice  has  been  denied. 
Moving  them  toward  resolution  demands  concerted  effort  by  the 
judiciary,  the  executive,  and  civil  society.   Without  a  rule  of 
law  that  applies  to  civilian  and  military  alike,  no  democracy  can 
remain  secure. 

3)  Economic  Policy; 

The  Chamorro  Government  and  its  successor  will  need  to  stay  the 
course  economically,  although  this  is  undoubtedly  tough  medicine 
to  swallow  in  the  short  run.   Because  of  burgeoning  population 
growth,  it  will  take  time  for  increases  in  GDP  to  be  reflected  in 
increases  in  per  capita  incomes .   Unemployment  —  and 
underemployment  --  are  significant  problems.   Together,  the 
official  figures  run  around  50  percent.   In  a  recent  poll, 
Nicaraguans  rated  jobs  as  their  primary  concern  by  a  wide 
margin.   In  June  1994,  Nicaragua  signed  a  three-year  Enhanced 
Structural  Adjustment  Facility  with  the  IMF.   The  Government, 
however,  missed  a  number  of  key  targets  in  1995  and  will  end  the 
year  in  a  bridge  program  designed  to  get  the  ESAF  back  on  track 
and  set  the  stage  for  continued  support  from  international 
financial  institutions.   If  the  Government's  resolve  wavers,  all 
Nicaraguans  will  lose,  and  our  own  investment  in  Nicaragua's 
future  will  be  at  risk. 

4)  Free  and  Fair  Elections: 

Nicaragua's  most  immediate  major  challenge  will  be  the  1996 
national  elections,  which  are  scheduled  for  two  rounds  in  the 
fall.   For  the  first  time,  Nicaraguans  will  elect  mayors  directly 
and  most  legislators  regionally  rather  than  nationally  --  thereby 
strengthening  the  principle  of  local  representation  and 
accountability.   All  Nicaraguans  --  the  political  parties  and 
candidates  from  one  end  of  the  spectrum  to  the  other,  the  armed 
forces,  and  civil  society  itself  --  will  have  the  opportunity  to 
shape  Nicaragua's  destiny  by  their  conduct  during  the  campaign 
and  by  their  votes  at  the  polls.   Nicaraguans  love  elections. 
The  challenge  to  the  political  leadership  is  a  non-polarized 
campaign  and  mutual  respect  among  the  contending  parties  and 
candidates . 

Nicaraguans  can  take  a  giant  step  toward  putting  an  end  to  the 
polarization,  violence,  and  fears  of  the  past  and  toward 
reinforcing  the  dialogue,  reconciliation,  and  hope  that  the 
Chamorro  Government  has  sought  to  nurture  during  its  tenure. 
Through  dialogue  with  Nicaraguans  at  all  levels  and  judicious 
applications  of  assistance,  U.S.  policy  is  aimed  at  helping 
Nicaragua,  and  the  Chamorro  Government,  to  complete  this  period 
of  transition  --  with  the  inauguration  of  a  second  democratically 
elected  Government  in  January  1997.   Let  me  repeat:   we  believe 
--  and  hope  the  Nicaraguan  Government  agrees  --  that  CIAV  has  an 
indispensable  role  to  play  as  an  credible  international  human 
rights  monitor  during  this  all-important  chapter  in  Nicaraguan 
history.   The  challenge,  as  always,  is  for  the  Nicaraguans 
themselves  to  assume  responsibility  for  making  these  decisions 
and  carrying  them  out. 
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Staying  the  Course 

Before  concluding,  I  would  like  to  share  with  you  the  deep 
concern  of  this  Administration  about  continuing  adequate  U.S. 
support  for  Nicaragua,  and  indeed  for  Central  America  and  Latin 
America  in  general.   What  happens  to  our  neighbors  in  the 
Hemisphere  truly  matters  to  the  American  people  —  but  we  seem  to 
appreciate  it  most  vividly  only  when  things  go  wrong.   What  we 
seek  in  the  region  is  the  defense  of  peace,  democracy  and 
broad-based  prosperity  because  they  build  cooperation  on  issues 
which  directly  affect  our  own  citizens  --  whether  on  narcotics 
trafficking,  orderly  migration  flows,  economic  integration  which 
creates  jobs  and  wealth  for  Americans,  or  preservation  of 
regional  stability  that  is  indispensable  to  our  own  national 
security. 

In  Nicaragua,  the  challenge  to  the  United  States  is  to  stay 
engaged  —  along  with  other  donors  —  in  order  to  underwrite  a 
peaceful  transition  in  early  1997  to  a  second,  democratically 
elected  Government,  to  keep  working  on  strengthening  fledgling 
democratic  institutions,  and  to  help  the  economy  reach  a  real 
takeoff. 

I  very  much  appreciate  the  Subcommittee's  interest  in  fostering 
this  public  discussion  of  Nicaraguan  issues,  and  we  look  forward 
to  working  with  you  to  help  Nicaraguans  reach  their  goal  of 
democracy  and  prosperity. 

I  will  be  pleased  to  answer  any  questions  Members  of  the 
Subcommittee  may  have. 
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Introduction 

Mr.  Chairman  and  members  of  the  Subcommittee,  I  appreciate  the  opportunity  to 
appear  before  the  Subcommittee  this  morning  to  discuss  the  efforts  of  the  U.S.  government 
to  support  a  successful  economic  and  democratic  transition  in  Nicaragua. 

The  Committee's  focus  this  morning  is  appropriate  and  welcome  for  it  accurately 
reflects  the  focus  of  Administration  policy  in  Nicaragua  and  the  hemisphere.    Our  approach 
in  Nicaragua  is  consonant  with,  and  fuUy  supportive  of,  the  policy  declarations  of  last  year's 
Summit  of  the  Americas  in  Miami.   The  34  elected  Heads  of  State  declared  that 
"representative  democracy  is  indispensable  for  the  stability,  peace  and  development  of  the 
region. " 

President  Clinton  has  made  the  goal  of  strengthening  democracy  a  cornerstone  of  this 
Administration's  foreign  policy.   In  the  case  of  Nicaragua,  the  United  States  has  a  strong 
interest  in  seeing  that  nation  complete  the  three  transitions  it  began  in  1990:  a  transition  from 
war  to  peace;  from  a  centralized  command  economy  to  a  free  market;  and  from  dictatorship 
to  democracy. 

Success  in  Nicaragua  will  bring  prosperity  to  Central  America's  poorest  country,  will 
help  it  reintegrate  into  the  regional  economy  and  avoid  any  unraveling  of  the  peace  process 
in  a  region  still  coping  with  a  history  of  conflict  and  injustice. 

Consolidation  of  the  democratic  and  economic  transitions  in  Nicaragua  will  only  be 
sustained  by  greater  political  participation,  compromise  and  transparency;  broad-based 
economic  growth  that  generates  jobs  and  increases  productivity;  and  social  investment, 
particularly  in  health  and  education.   Investment  in  people  is  essential  to  produce  a  more 
literate  and  healthier  population,  capable  of  sustaining  economic  growth  and  building 
democracy. 

U.S.  assistance  plays  a  pivotal  role  in  consolidating  these  transitions  and  in  advancing 
U.S.  foreign  policy  objectives  in  Nicaragua.   The  year  ahead  --  leading  up  to  national 
elections  and  a  new  government  -  will  be  critical. 
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The  Transilion  to  Date 


Nicaraguans  voted  for  a  sea  change  in  1990  -  a  change  that  would  lead  to  reduced 
polarization,  to  strengthening  the  rxile  of  law.  to  protection  of  individual  human  rights  and 
property  rights,  to  increased  civilian  control  over  the  military,  and  to  a  stronger  role  for  civil 
society  in  a  traditionally  authoritarian  culture. 

The  magnitude  of  the  democratic  challenge  should  be  clear.    The  election  of  President 
Chamorro  was  the  first  free  presidential  election  in  more  than  a  century  and  probably  the 
most  free  and  most  participatory  election  in  Nicaraguan  history.    But  Nicaragua's  democracy 
is  still  new.    During  the  past  five  years.  Nicaraguans  have  charted  a  firm  course  on  the 
democratic  path,  but  Nicaragua's  democratic  institutions  need  to  be  strengthened  and 
democratic  practices  deepened.    As  Nicaraguans  struggle  to  address  these  challenges,  our 
expectations  should  be  tempered  by  that  historical  persp)ective. 

When  US  AID  returned  to  Nicaragua  in  June  1990,  we  focused  on  helping  the  new 
democratically-elected  Government  of  Nicaragua  to  carry  out  its  mandate  of  political  change 
and  economic  stabilization.    Nearly  a  quarter  of  our  assistance  in  the  early  years  went  to  help 
the  government  reconcile  and  reintegrate  ex-combatants  into  the  economy  and  set  up 
democratic  institutions.  Half  of  our  assistance  went  to  economic  policy  reform  programs 
which  set  the  stage  for  market-led  growth  and  financed  crucial  imports  needed  by  the  private 
sector.    Our  assistance  helped  to  stabilize  the  currency,  create  a  private  banking  system,  and 
pay  off  arrears  so  the  international  financial  institutions  could  resume  operations. 

The  economic  stabilization  goal  has  been  achieved.    The  Chamorro  Government  has 
reduced  inflation  from  13,000%  to  12%.    The  economy  grew  at  a  rate  of  3.2%  in  1994  -- 
the  first  GDP  growth  rate  in  a  decade.    Exports  increased  29%,  and  non-traditional  exports 
soared  57%.    Agriculture  grew  at  7%  despite  a  serious  drought. 

At  the  same  time,  we  supported  the  disarmament/ resettlement  program  of  the  OAS, 
financed  critically-needed  medical  supplies  and  vaccinations  for  children,  helped  create  a 
thriving  government  entity  --  FISE  -  to  provide  emergency  employment  generation  programs 
in  the  countryside  and  paid  for  new,  textbooks  for  Nicaragua's  school  system.    Where 
children  used  to  learn  mathematics  by  counting  grenades,  now,  they're  learning  to  count  with 
mangos.    We  continue  to  support  decentralized  health  services  and  education  so  that  the 
resources  go  directly  to  the  local  le\  el  where  communities  can  make  their  own  spending 
decisions. 

Our  assistance  strategy  today  remains  concentrated  on  three  priorities:  consolidating 
democracy;  accelerating  economic  recovery  and  sustainable  development;  and  improving  the 
health  and  well-being  of  Nicaragua's  people  and  their  environment. 
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The  Road  Ahead 


The  Government  of  Nicaragua  has  made  real  progress  in  building  an  inclusive, 
pluralistic  democratic  society.    Nicaragua  is  at  peace.    Nicaraguans  are  resolving  their 
differences.  Public  institutions  are  functioning  democratically.  Civil  society  is  increasingly 
holding  government  accountable.  These  positive  trends  are  helping  consolidate  a  still  fragile 
democratic  system.  I  would  like  to  discuss  these  trends  in  some  detail  and  at  the  same  time, 
indicate  those  areas  where  the  job  is  not  finished. 

On  the  democracy  front,  we  are  promoting  more  political  participation,  compromise 
and  transparency: 

*  We  are  helping  the  newly-elected,  independent  and  generally  respected  Supreme 
Electoral  Council  (CSE)  prepare  a  free,  fair  and  transparent  1996  national  election. 
That  includes  assistance  for  voter  registration;  updating  what  will  become  the 
permanent  voter  list;  pollworker  training  and  bolstering  the  professional  capability  of 
the  Council. 

USAID  also  will  assist  with  a  voter  education  campaign  to  reach  the  entire  population 
and  emphasize  the  importance  and  integrity  of  voting.   We  also  will  fund  five  U.S.- 
based  NGOs  to  field  election  observation  teams  to  validate  the  process. 

•  Through  the  International  Republican  Institute  (IRI),  we  support  Grupo  Fundemos,  a 
non-partisan,  non-profit  think  tank  that  promotes  vigorous  debates  over  key  issues 
such  as  the  property  problem,  political  compromise  and  consensus,    transparent 
elections  and  the  mechanics  of  a  successful  democratic  transition. 

*  We  have  just  initiated  a  program  to  help  mayors  and  municipalities  focus  on  how  to 
better  generate  and  manage  resources  at  the  local  level  in  response  to  their  constituent 
needs.   We  will  soon  begin  a  small  grants  program  in  12-15  municipalities,  where 
communities  identify  their  own  needs,  put  up  a  portion  of  local  funds  and  take 
responsibility  for  the  sound  management  and  financial  accountability  of  these 
resources. 

•  We  support  the  human  rights  monitoring  activities  of  the  OAS  in  Nicaragua  which, 
since  1990,  has  resettled  120,000  ex-Resistance  members  and  their  families.   It  now 
deals  with  human  rights  abuses  involving  all  those  directly  affected  by  the  civil  war 
and  is  establishing  a  local  human  rights  monitoring  network.    OAS/CIAV  has  played 
a  fundamental  role  in  monitoring  the  implementation  of  the  peace  accord  and  it  has 
offered  to  mediate  disputes  which  could  have  flared  into  new  conflict. 
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•  We  have  provided  critical  support  to  two  local  democratic  human  rights  organizations 
(ANPDH  and  CPDH)  and  have  encouraged  coordinated  work  with  CIAV  and  other 
local  groups. 

♦  We  helped  to  establish  a  judicial  training  center  which  will  serve  as  the  hean  of 
Nicaragua's  effort  to  professionalize  its  judicial  branch.    Already  all  judicial  branch 
personnel,  including  2,411  court  system  staff,  149  local  judges,  49  district  judges,  72 
prosecutors,  and  over  300  administrators  have  received  basic  training  which  has 
helped  to  improve  the  functioning  of  the  judicial  system. 

♦  The  National  Democratic  Institute  (NDI),  with  our  funding,  has  conducted  intensive 
seminars  for  top  political,  military  and  civic  leaders  to  grapple  with  how  to  establish 
effective  civilian  control  of  the  military.    This  dialogue  facilitated  passage  of  the 
Military  Reform  Code  with  key  reforms  to  solidify  democratic  practices,  including 
provisions  for  civilian  oversight  of  the  military  budget,  civilian  trials  for  members  of 
the  military  accused  of  crimes  against  civilians,  and  term  limits  for  the  military 
leadership. 

In  addition,  a  multi-partisan  Center  for  Strategic  Studies,  with  membership  spanning 
the  ideological  spectrum  and  including  Nicaraguan  business  leaders,  was  established 
with  USAID  support  to  stimulate  and  debate  and  define  public  policy  relating  to  civil- 
military  relations. 

*  The  American  Federation  of  Teachers  (AFT)  has  trained  more  than  1 ,000  civics 
teachers  nationwide  which  is  helping  thousands  of  first  time,  16-year-old  voters  better 
grasp  their  rights  and  responsibilities  as  voters. 

♦  Through  Florida  International  University,  we  have  trained  Nicaraguan  journalists  to 
be  more  professional  and  objective  in  their  reporting. 

*  We  have  provided  technical  assistance  and  equipment  to  the  National  Assembly  to 
improve  the  transparency  of  the  voting  process  and  to  facilitate  the  development  and 
tracking  of  legislation.    After  a  16-month  hiatus,  the  Assembly  has  become  a  center 
of  the  country's  political  life.    When  the  Constitutional  crisis  threatened  to  bring  the 
country  to  a  standstill,  all  sides  stepped  back  and  negotiated  a  solution  which  resulted 
in  fundamental  constitutional  reform  that  will  shift   greater  power  to  the  legislative 
branch  of  government. 

*  As  part  of  a  multi-donor  effort,  we  are  providing  assistance  to  the  Government  and 
the  Comptroller  General  to  strengthen  accountability  and  oversight  of  public  finances. 

These  activities  all  seek  to  consolidate  and  to  deepen  the  workings  of  Nicaragua's 
democratic  institutions.   More  must  be  done  to  address  high  profile  human  rights  cases  and 
to  move  more  quickly  in  promoting  the  kind  of  systemic  changes  needed  to  strengthen  the 


70 


justice  system  -  particularly  professionali/ation  of  the  judiciary  and  the  police  --  so  that  the 
basic  human  rights  of  all  Nicaraguans  are  protected.    The  overriding  challenge,  however, 
will  be  to  guarantee  a  fair,  free  and  open  political  campaign  for  the  presidency  next  year  and 
both  the  legitimacy  of  and  respect  for  the  election  results. 

On  the  economic  front,    we  are  continuing  to  help  promote  discussion  and  dialogue 
on  the  importance  of  Nicaragua  maintaining  its  course  of  economic  reform.    Our  direct 
support  goes  to  supporting  small  fanner  efforts  to  diversify  and  market  their  production,  to 
making  markets  work  better,  to  expanding  microenterprises  and  to  promoting  environmental 
protection  and  the  rational  use  of  natural  resources.    Let  me  share  with  you  a  few  tangible 
results  of  this  effort: 

*  U.S.  PVOs  such  as  FINCA,  Accion  International,  Opportunity  International  and 
Catholic  Relief  Services,  are  helping  thousands  of  poor  microentrepreneurs  around  the 
country   -  mostly  single  mothers  who  are  heads  of  households  --  to  increase  their 
incomes  through  securing  previously  unobtainable  credit. 

For  example,  one  community  bank  member,  a  poor  seamstress  in  Managua  who 
started  off  renting  one  sewing  machine  and  could  barely  make  ends  meet,  today  owns 
four  sewing  machines,  employs  four  workers,  has  $500  saved  and  a  regular  stream  of 
income  that  lets  her  provide  for  her  family  with  confidence  and  pride  --  all  thanks  to 
five  loans  of  $100  each  which  she  paid  back  in  full  and  on  time  after  four  months. 

These  programs  will  make  loans  to  approximately  44,000  microentrepreneurs,  most  of 
them  women,  and  the  overall  program  will  benefit  250,000  poor  Nicaraguans. 

*  Working  with  the  Non-Traditional  Agricultural  Producers  Association,  we  are 
assisting  in  production  and  marketing  of  sweet  onions,  baby  com  and  squash.   The 
value  of  non-traditional  agricultural  exports  has  risen  from  $2  million  in  1990  to  $60 
million  in  1994,  and  50%  growth  is  projected  for  this  year.  Onion  growers  directly 
benefiting  from  our  assistance  have  seen  their  exports  increase  from  $200,000  to  S4 
million  a  year.     And,  2,250  new  jobs,  many  filled  by  women,  have  been  created. 

*  We  are  helping  thousands  of  small-to-medium-sized  farmers  boost  production   -  and 
profits—  in  raising  livestock,  and  producing  coffee  and  basic  grains. 

*  We  are  working  to  reduce  the  rate  of  deforestation,  control  jjesticides  that  destroy 
water  supplies  and  help  the  Government  manage  key  protected  areas  such  as  the 
Bosawas  (Central  America's  largest  untouched  tropical  forest),  the  Miskito  Cays  (one 
of  the  richest  areas  of  biodiversity  in  the  Caribbean)  and  the  Volcan  Masaya  National 
Park. 

*  The  Government  of  Nicaragua  has  privatized  over  350  sute-owned  companies. 
USAID  has  assisted  in  five  major  privatizations,  working  through  the  Price 
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Waierhouse  International  Privatization  Group.    The  next  privatization  involving 
TELCOR,  the  state-run  telephone  company,  is  currently  under  review  by  the  National 
Assembly. 

*  With  our  help,  some  1 1,000  person-years  (over  130,000  person-months)  of  temporary 
employment  have  been  generated  in  small-scale  construction  projects  benefitting  the 
poorest  Nicaraguans  around  the  country. 

•  USAID  is  investing  in  Nicaragua's  youth,  with  more  than  285  Nicaraguans  attending 
U.S.  community  colleges  on  technical  school  scholarships  and  33  studying  for  masters 
degrees  at  U.S.  universities. 

Many  problems  remain.    Fifty  percent  of  Nicaraguans  are  poor  and  nearly  75%  of 
those  in  extreme  poverty  remain  in  rural  communities.    Nicaragua  is  still  struggling  to  return 
to  the  economic  status  it  had  in  the  1960s.    Today  it  ranks  14th  on  the  list  of  the  most  food 
insecure  countries  in  the  world.    Population  growth,  unemployment,  lagging  private  sector 
investment,  lack  of  progress  in  privatization  and  insecurity  of  property  rights  put  a 
tremendous  drag  on  the  economy.    If  left  unaddressed,  these  problems  could  reverse  the 
recent  positive  trends. 

Our  strategy  has  been  to  link  our  economic  recovery  and  employment  programs, 
target  our  assistance  on  those  sectors  that  are  most  promising  (agriculture  and  non-traditional 
exports),  and  try  to  improve  the  investment  climate  by  facilitating  resolution  of  the  property 
issue.    USAID  provided  technical  assistance  and  equipment  for  the  one-stop  Property  Office 
and  expert  advice  on  how  to  increase  the  value  of  compensation  bonds.  Without  a  rapid 
resolution  of  this  issue  private  investment  will  continue  to  lag. 

I  led  the  Consultative  Group  delegation  last  June  where  the  international  donor 
community  reviewed  Nicaragua's  economic  conditions,  its  programs  and  development 
challenges.    One  thing  that  has  become  clear  is  that  the  property  problem  has  become 
internationalized.    All  foreign  donors  are  putting  pressure  on  Nicaragua  to  resolve  the  issue 
so  that  private  investment  can  resume.    Private  investment  is  the  only  sustainable  way  that 
Nicaragua  can  create  the  jobs  and  business  opportunities  to  overcome  the  country's  poverty. 

On  the  social  front,  our  assistance  strategy  focuses  on  improving  the  education  and 
health  of  Nicaraguans.  I  am  proud  of  our  support  for  Nicaraguan  efforts  to  decentralize 
primary  education  and  primary  health  care   -  bringing  these  basic  services  closer  to  the 
people  whose  lives  literally  depend  on  them. 

Here  are  just  a  few  examples  of  USAID's  work  in  human  capital  development: 

*  We  are  cooperating  with  the  Ministry  of  Health,  through  the  local  health  districts  of 

four  departments  where  almost  half  of  all  Nicaraguan  live,  to  improve  maternal  and 
child  health  services. 
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*  In  1990,  there  were  609  deaths  attributable  to  measles.    In  1994.  there  were  three. 
With  our  help  and  that  of  other  donors,  the  immunization  coverage  for  young  children 
increased  from  75^  several  years  back  to  88%  last  year.    Unfortunately,  10%  of 
children  still  die  from  diseases  that  can  be  prevented  through  immunization; 

*  Ten  U.S.  PVOs  are  carrying  out  community-based  child  survival  programs  around  the 
country  providing  assistance  to  more  than  350,000  women  and  children.    From  1990 
to  1995,  infant  mortality  dropped  from  72  deaths  per  1000  to  58  per  1000. 

*  We  are  supporting  the  Ministry  of  Education's  far-reaching  efforts  to  improve 
primary  education  and  to  decentralize  education  to  permit  local  communities  to  make 
their  own  decisions  on  resources,  teachers  and  administration; 

*  We  purchased  over  12  million  new  non-ideological  textbooks  for  primary  and 
secondary  schools  in  mathematics,  reading,  writing,  history,  social  and  physical 
sciences  and  language  arts; 

*  Over  3,000  teachers  have  now  received  practical  training  at  improving  the  quality  of 
education  at  the  primary  level; 

*  Voluntary  family  planning  services  are  expanding  into  rural  undeserved  areas. 

We  think  that  our  assistance  program  has  enjoyed  a  significant  degree  of  success. 
However,  there  is  still  so  much  to  do  in  a  country  that  remains  one  of  the  poorest  in  the 
hemisphere.     With  GDP  per  capita  of  $425,  Nicaragua  remains  second  only  to  Haiti  in 
terms  of  poverty  in  the  region.    While  access  to  primary  education  is  not  a  problem  in 
Nicaragua,  the  concern  is  over  quality  and  efficiency  of  education  in  a  system  where  only 
one  in  four  students  complete  primary  school  and,  on  average,  it  takes  10  years  to  do  so. 
US  AID'S  strategy  will  be  to  focus  on  improving  the  quality  of  education  through  teacher 
training,  curriculum  reform,   new  textbooks  and  teaching  materials  and  support  for 
decentralization  of  the  Ministry  of  Education.    In  health,  our  goal  will  be  to  support  the 
multi-donor  effort  to  decentralize  the  Ministry  of  Health's  operations.  USAID's  assistance 
will  focus  on  maternal  and  child  health  programs  and  work  in  those  communities  with  the 
most  acute  need. 

Conclusion 

The  encouragement  of  dialogue  and  reconciliation  coupled  with  the  belief  that 
Nicaraguans  must  shape  their  own  destiny  -  is  unanimously  endorsed  by  Republicans  and 
Democrats  alike.    The  same  is  true  of  concerned  NGOs.    All  are  anxious  to  see  greater 
progress  in  Nicaragua  on  a  set  of  core  concerns  -  human  rights,  civil/military  relations, 
security,  rule  of  law,  property  rights,  economic  growth,  employment,  poverty  reduction  and 
greater  access  to  social  services. 
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U.S.  and  international  assistance  has  helped  turn  the  Nicaraguan  economy  around. 
But  the  benefits  are  just  beginning  to  be  felt  by  the  average  citizen.    Reform  is  painful  and 
the  days  of  massive  assistance  programs  are  over,  not  to  return. 

Investment  is  the  key  to  cutting  into  the  massive  unemployment  and  underemployment 
that  condemns  half  of  their  people  to  life  below  the  poverty  line.    Of  course,  how  far  and 
how  fast  they  move  becomes  an  issue  of  "political  will"  that  Nicaraguans,  and  only 
Nicaraguans,  can  resolve. 

The  United  States  has  encouraged  the  efforts  of  Nicaraguans  by:   providing  a 
consistent,  clear  policy  message  focused  on  the  democratic  process:  by  doing  our  best  to 
continue  bilateral  and  multilateral  donor  support;  and  by  insisting  upon  tangible,  measurable 
progress  in  all  areas  of  concern  to  us.    But  in  the  end,  it  is  Nicaraguans  who  must  craft  their 
own  solutions.    The  good  news  is  that  they  are  doing  just  that. 

In  Nicaragua,  America's  challenge  is  to  stay  engaged  and  support  a  successful 
transition  to  a  second,  democratically-elected  government  while  supporting  democratic 
consolidation.    We  also  should  continue  efforts  to  help  the  economy  produce  more  jobs,  a 
better  standard  of  life  for  its  citizens  and  reduced  poverty.    This  will  secure  the  stability  of  a 
country  whose  destiny  is  historically  linked  with  ours. 

We  have  successfully  adjusted  our  policies  in  Central  America  in  general,  and  in 
Nicaragua  in  particular,  to  the  post-Cold  War  realities  of  the  1990s.    We  are  carrying  out 
policies  in  Nicaragua  that  have  broad  bipartisan  support,  that  reflect  our  values,  and  that  are 
delivering  measurable,  positive  results  in  terms  of  basic  U.S.  interests.    We  need  sufficient 
resources  to  see  this  process  through.   Just  as  the  Nicaraguans  must  have  the  political  will  to 
make  their  democratic  transition  and  national  reconciliation  succeed,  we  Americans  need  the 
political  will  to  stay  the  course  and  support  positive  change.    I  believe  that  we  will  because  it 
is  so  clearly  in  our  interest  to  do  so. 
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Position:  Director  of  the  Committee  to  Recover  Confiscated 

American  Properties  in  Nicaragua 
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SUMMARY  OF  THE  NICARAGUAN  SITUATION 

•  Limited  progress  on  return  of  property.  At  this  rate  it  will  take 
15  years  to  resolve  all  American  Citizens'  Claims.  Most 
settled  claims  have  not  been  through  the  return  of  property  but 
settled  in  "compensation  bonds"  which  are  worth  less  than  20 
cents  on  the  dollar. 

•  There  is  a  proposed  law  under  discussion  in  the  Nicaraguan 
National  Assembly  which  will  legalize  the  Sandinista 
confiscations.   Some  jurists  have  expressed  the  opinion  that,  since 
it  is  retroactive,  it  is  unconstitutional. 

•  Although  the  Nicaraguan  economy  finally  has  finally  shown  a 
slight  expansion,  unemployment  continues  at  about  50%  as  the 
lack  of  resolution  of  the  property  issue  continues  to  stifle  new 
investment. 

•  Even  in  the  few  cases  where  property  has  been  returned  to  the 
legitimate  owner,  it  has  been  difficult  or  impossible  for  the  owner 
to  take  possession  of  the  property  or  use  it. 

•  There  has  been  continued  impunity  for  the  assassins  of  Arges 
Sequeira,  Jean  Paul  Genie,  Enrique  Bermudez,  and  hundreds  of 
members  of  the  Nicaraguan  Resistance. 
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STATUS  OF  CONFISCATED  PROPERTY  IN  NICARAGUA 

•  Status  of  American  Citizen  Claims 

•  Of  1692  claims  (from  July  31,  1995  US  Embassy 
information),  626  (37%)  have  been  "fully  or  substantially" 
resolved  in  5  years.    At  this  rate,  it  will  take  15  years  to  solve 
all  pending  cases  without  taking  into  account  additional 
claims  which  are  submitted  daily. 

•  According  to  information  provided  to  us  by  claimants,  many 
cases  reported  as  "substantially"  resolved  are  not  totally 
resolved,  but  are  apparently  close  to  being  resolved, 
assuming  that  the  Nicaraguan  Government  will  comply 
with  its  promises  and  commitments  better  than  it  has  in 
the  past. 

•  Almost  two  thirds  of  the  "resolved"  cases  have  been 
"resolved"  with  bonds  which  are  almost  worthless 
(presently  worth  20  cents  on  the  dollar). 

•  Status  of  Nicaraguan  Citizens'  Claims 

•  There  are  many  more  claims,  estimated  to  be  in  the  range 
of  25,000. 

•  Relatively  few  claims  have  been  settled  and  fewer  properties 
still  returned  to  legitimate  owners. 

•  Most  confiscated  urban  houses  and  properties  have  not  been 
returned.    Here  are  some  examples: 

•  The  house  of  Nestor  Teran,  an  American  citizen,  is 
occupied  by  the  Cuban  Embassy,  which  refuses  to 
relinquish  it  to  him  even  though  title  to  the  property  is  in 
his  name. 

•  Enrique  Pereira,  an  American  citizen,  was  stopped  by  police 
from  fencing  a  property  which  is  legally  his,  because  the 
usurper  refused  to  let  him  have  possession  even  though  title 
is  in  Mr.  Pereira's  name.   Criminal  charges  were  filed 
against  Mr.  Pereira  for  trying  to  fence  his  own  land. 

•  Tom  and  Klaus  Sengelmann,  U.S.  citizens,  have  received 
rulings  in  their  favor  from  the  GOT  (the  office  reviewing 
confiscations)  but  are  unable  to  get  final  resolution  of  their 
cases  and  the  usurpers  refuse  to  relinquish  possession  of 
their  homes. 


THE  ECONOMIC  CONSEQUENCES  OF  LACK  OF  A  JUST  AND 
TIMELY  RESOLUTION  OF  CONFISCATION  CLAIMS 

•    Much  of  the  agricultural  land  of  Nicaragua  is  lying  fallow  or  is 

underutilized.  Some  properties  have  been  returned,  but  the  legitimate 
owners  have  not  been  able  to  utilize  them.   Here  are  two  examples: 
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•  The  case  of  the  Sengelmann  family  farm  -   It  was  originally 
confiscated  in  1979.  It  was  partially  returned  (80%)  at  the 
end  of  1994  but  without  any  of  the  farm  equipment  and 
machinery,  cattle  or  rice  inventory.  Today  about  15%  is 
being  farmed;  the  rest  is  fallow.   Periodically,  Sandinista 
labor  unions  and  "agricultural  cooperatives"  try  to  seize 
some  of  the  land.   Investment  is  not  being  made  in  the  farm 
because  there  is  no  personal  security  nor  confidence  that 
any  new  investment  will  not  be  again  stolen. 

•  The  case  of  Jose  Maria  Moncada,  a  U.S.  citizen  -  Mr. 
Moncada's  claim  for  his  confiscated  farm  was  processed  by 
the  OOT  and  the  farm  returned  to  him  on  October  19,  1995  by 
court  order.  His  two  sons  took  possession  of  the  property. 
On  October  26,  1995  the  police,  acting  in  collusion  with  the 
previous  usurper,  arrested  one  of  the  sons  and  held  him  in 
prison  for  three  days,  only  releasing  him  after  the 
intervention  by  the  Nicaraguan  Human  Rights 
Commission.   Since  then  he  has  received  death  threats 
from  Porfirio  Molina,  the  Sandinista  usurper,  and  the 
police  who  had  arrested  him. 

In  general,  confiscated  properties  have  not  been  returned.   Some 
of  the  legitimate  owners  have  been  offered  bonds  as  compensation. 
Not  only  are  the  bonds  not  prompt,  adequate  and  effective 
compensation,  but  also  the  country  is  deprived  of  capable 
entrepreneurs  whose  knowledge  in  the  particular  businesses 
made  the  properties  productive  in  the  first  place. 


OTHER  ASPECTS  OF  THE  NICARAGUAN  ECONOMY 

•  This  year  there  has  been  some  improvement  and  slight  growth  in 
the  economy;  however,  this  can  be  attributed  more  to  foreign  aid 
and  the  remittances  of  displaced  Nicaraguans  living  outside 
Nicaragua  than  to  deep  structural  changes. 

•  There  has  been  virtually  no  investment,  either  to  replace  stolen 
equipment,  or  to  allow  production  in  farms  and  factories. 

•  Nicaraguan  exports  have  risen  slightly,  to  about  half  its  imports. 

•  Nicaragua  continues  to  receive  the  highest  per  capita  levels  of 
foreign  aid  in  the  world,  second  only  to  Israel. 

•  From  a  prosperous  country  in  the  seventies,  Nicaragua  now  is  at 
the  economic  level  of  Haiti  and  Cuba,  in  spite  of  abundant  natural 
resources,  including  the  largest  amount  of  arable  land  in  Central 
America. 

•  During  the  15  years  of  Sandinista  rule  virtually  no  new  housing 
was  built  (in  part  accounting  for  the  popularity  of  the  pifiata 
allowing  Sandinista  favorites  to  keep  stolen  house).  Today  little 
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housing  is  being  built  due  to  lack  of  confidence  in  the  sanctity  of 
property  rights. 

PROPOSED  LAWS  IN  NICARAGUA  FOR  RESOLVING 
CONFISCATION  CLAIMS 

•  The  Nicaraguan  Assembly  is  presently  debating  a  new  property 
law.  The  net  effect  of  the  law  would  be  to  legalize  the  confiscation 
of  properties  and  allow  the  usurpers  to  retain  that  which  they 
have  stolen.  It  is  unjust  both  to  the  individual  victims  and  to  the 
country.   Our  Committee,  as  well  as  the  Permanent  Commission 
on  Human  Rights  and  the  National  Association  of  Confiscated 
Nicaraguans  have  protested  this  new  law  as  unnecessary  and 
detrimental  to  a  fair  resolution  of  the  confiscation  issue. 

•  The  National  Assembly  is  debating  the  privatization  of  the 
telephone  company  (Telcor).  The  government  has  promised  to 
international  entities  that  it  will  use  the  proceeds  of  the  sale  to 
back  the  bonds.  Our  group  supports  this  concept,  but  we  are 
concerned  that  much  of  the  proceeds  will  be  funneled  off  by  the 
Sandinistas  as  "loans"  for  their  "small  businesses":  loans  which 
will  never  be  repaid. 

•  In  July  of  1995  President  Carter  headed  a  symposium  in 
Nicaragua  where  all  parties  discussed  the  property  problem. 
Unfortunately,  in  the  published  resolution  of  the  meeting,  and  in 
subsequent  meetings,  the  victims  of  the  confiscations  were 
ignored. 

•  Based  in  part  on  the  recommendations  of  President  Carter,  the 
Clinton  administration  exercised  a  waiver  included  in  the  State 
Department  Authorization  Act  to  permit  continued  aid  to 
Nicaragua  even  though  there  was  not  enough  progress  toward  the 
resolution  of  property  claims.  Historically,  there  has  been 
progress  towards  resolving  confiscation  claims  only  when  there  is 
an  impending  deadline  for  disbursement  of  US  or  multilateral  aid 
or  loans. 


RECOMMENDATIONS 

•  Require  the  State  Department  and  INS  to  deny  entry  into  the 
United  States  to  any  persons  who  have  confiscated  or  benefited, 
directly  or  indirectly,  from  the  confiscation  of  the  property  of  a  US 
citizen.   Extend  the  prohibition  to  include  members  of  the 
individual's  immediate  family. 

•  Deny  aid  to  Nicaragua  unless  substantial  progress  is  made  before 
the  end  of  the  current  administration.  It  is  our  position  that  not 
enough  progress  has  been  made. 

•  Vote  against  loans  to  Nicaragua  through  multilateral  lending 
institutions  for  the  same  reasons  expressed  above. 
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Send  sufTicient  observers  and  observe  carefully  the  next  elections 
in  Nicaragua  to  ensure  free  and  fair  elections.   There  is  talk  of  a 
conspiracy  of  members  (or  ex-members)  of  the  current 
Government  and  the  two  Sandinista  factions  to  stack  the  cards 
against  Dr.  Arnoldo  Aleman,  the  current  front-runner  in  the 
polls. 


CONCLUSIONS 


Nicaragua  is  still  in  crisis  in  spite  of  the  fact  that  it  is  no  longer  on 
the  front  pages  of  the  newspapers  in  the  US.  The  fair  resolution  of 
the  property  issue  is  the  one  of  the  most  important  issues  still 
pending  in  order  to  end  this  crisis  and  restore  Nicaragua 
economically  and  politically  to  a  position  where  it  will  no  longer  be 
entirely  dependent  on  foreign  aid. 
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Mr.  Chairman,  it  is  a  privilege  to  address  the  Subcommittee  this  morning  on  a  matter  that  all  of  us 
consider  to  be  very  important  -  the  present  status  and  future  promise  of  the  republic  of  Nicaragua. 

I  am  the  President  of  the  University  of  Mobile  in  Mobile,  Alabama,  which  has  a  fully  accredited  branch 
campus  located  in  San  Marcos,  Nicaragua,  with  currently  over  400  students  enrolled. 

In  1992,  when  I  first  traveled  to  Nicaragua  to  consider  opening  this  branch  campus,  I  found  a  country 
agonizing  over  the  self-recognized  need  for  intense  transformation  and  struggling  to  find  direction  when 
the  world  stage  would  allow  almost  no  margin  for  error.  It  is  easy  for  us  to  sit  in  Washington  and 
criticize  various  segments  of  the  Nicaraguan  community  or  to  second  guess  the  actions  that  were  taken  to 
address  specific  issues.  But  I  challenge  you  to  ask  yourself  how  you  would  have  engineered  economic 
stability  when  almost  no  one  was  willing  to  make  an  investment  in  Nicaragua;  How  you  would  have 
made  the  transition  from  a  military-dominated  society  to  a  society  of  civilian  control  when  the  military 
had  controlled  the  landscape  for  twelve  long  years  and  still  held  the  capability  of  disrupting  order  at  any 
time;  or  How  you  would  have  resolved  highly  charged  and  extremely  convoluted  property  rights  disputes 
created  by  the  former  government.  More  importantly,  how  would  you  have  helped  a  people  fragmented 
by  the  brutality  of  war  and  totally  confused  by  the  diabolically  opposed  philosophies  of  Marxism  and 
democracy  believe  that  tomorrow  would  be  better  than  today? 

That  was  the  milieu  I  encountered  in  May  1992  when  I  was  invited  by  a  group  of  Nicaraguan  business 
people  to  consider  the  possibility  of  developing  a  branch  campus  of  our  institution  in  that  country. 
Although  the  climate  of  change  at  that  time  was  disconcerting,  we  looked  at  the  horizon  and  saw  a  nation 
that  would  find  a  way  to  heal  itself,  an  extremely  patriotic  people  who  wanted  a  better  life  for  themselves 
and  their  children,  and  a  nation  of  tremendous  human  and  natural  resources.  After  months  of  studies  and 
negotiations,  the  government  of  Nicaragua  made  an  existing  campus  in  the  city  of  San  Marcos  available 
to  the  University  of  Mobile.  The  University's  trustees  voted  unanimously  to  move  forward  with 
developing  a  fully  operational  branch  that  would  stress  academic  excellence  and  provide  the  next 
generation  of  Nicaraguans,  from  all  walks  of  life,  with  the  prerequisite  professional  skills  to  successfully 
meet  the  challenges  they  would  face.  Although  this  objective  was  important,  the  University  has  been 
motivated  by  even  more  paramount  objectives  to  help  bring  long  term  stability  to  that  country  and  to  the 
region  by  uniting  various  segments  of  the  society  in  common  goals,  to  promote  the  ideals  of  democracy, 
to  encourage  understanding  of  the  benefits  of  free  enterprise  and  open  economies. 

In  August,  1993,  we  opened  the  University  of  Mobile  Latin  American  branch  campus  in  San  Marcos, 
Nicaragua  with  96  freshmen  students  and  7  faculty.  We  are  now  in  our  third  year  of  operation  and  have 
396  freshman,  sophomore  and  junior  level  students  intensely  involved  in  academic  studies  on  that 
campus.  Next  year  we  will  add  senior  level  studies  and  have  approximately  600  students  enrolled.  All 
programs  carry  the  accreditation  of  the  main  campus  and  their  degrees  are  granted  by  the  main  campus. 

The  University  of  Mobile  Latin  American  branch  campus  has  already  been  a  major  success.  All  classes 
are  taught  in  English.  In  addition  to  the  400  people  enrolled  in  the  academic  program,  as  many  as  350 
people  are  enrolled  in  English  language  programs  at  any  point  in  time.  This  year  students  can  select  over 
300  courses  of  study  from  international  business  to  marine  science. 

By  1997,  the  University  of  Mobile  Latin  American  branch  campus  will  be  graduating  125-150  people  per 
year  with  excellent  professional  credentials  at  the  baccalaureate  level  and  full  use  of  the  English 
language.  These  men  and  women  will  represent  the  true  promise  of  Nicaragua  because  they  will  become 
the  future  leaders  in  education,  government,  health  care,  and  business. 

■2 
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1  am  pleased  to  inform  you  that  the  University  has  been  embraced  by  ail  segments  of  the  Nicaraguan 
community.  President  Violetta  Barrios  de  Chamorro  and  her  staff  made  the  campus  in  San  Marcos 
available  to  the  University  when  all  we  could  offer  were  promises  and  a  dream.  Now  that  the  promises 
have  become  realities,  she  recently  signed  a  proclamation  deeding  the  campus  to  the  University  to 
provide  us  with  permanence  and  stability.  This  illustrates  the  Chamorro  government's  desire  to  create  a 
well-educated  professional  element  that  would  provide  the  country  with  the  skills  necessary  to  support 
long-term  economic  growth  and  social  stability. 

The  elected  mayor  of  San  Marcos,  Mr.  Ernesto  Ortega,  and  the  elected  city  council  have  worked 
tirelessly  to  make  this  project  a  success  because  they  are  totally  dedicated  to  helping  their  people  prepare 
for  a  better  future.  In  fact,  the  mayor  was  the  one  who  originally  conceived  the  idea  of  a  U.S. -accredited 
university  in  Nicaragua. 

The  business  sector  of  Nicaragua  has  also  embraced  the  University.  This  is  most  evident  by  the  caliber 
of  men  and  women  who  serve  on  the  Board  of  Directors  of  the  Latin  American  branch  campus.  The 
Chairman  of  that  Board  is  Mr.  Alberto  McGregor,  a  highly  respected  member  of  the  Nicaraguan  business 
sector.  Others  on  the  Board  are  leaders  in  their  chosen  professions  and  captains  of  industry. 

It  is  imperative  that  I  let  you  know  how  grateful  we  are  to  U.S.  Agency  for  International  Development 
(AID)  for  its  commitment  to  Nicaragua  through  the  University  of  Mobile.  Last  year,  AID  established  a 
scholarship  ftind  to  help  Nicaraguan  citizens  who  meet  certain  criteria  obtain  undergraduate  education  at 
the  University  of  Mobile  Latin  American  branch  campus.  The  value  of  such  scholarships  can  never  be 
underestimated  because  they  are  truly  helping  extremely  promising  young  men  and  women  obtain  an 
education  so  they  can  contribute  to  the  long-term  economic  improvement  of  the  country.  I  might  add 
that  we  are  educating  these  men  and  women  in  Nicaragua  for  less  than  one-half  of  the  cost  that  would  be 
incurred  if  they  were  being  brought  to  the  United  States  to  attend  a  state-side  university. 

These  are  men  and  women  who  otherwise  would  not  have  the  fmancial  means  to  attend  the  University 
and  whose  human  potential  would  be  completely  lost  without  this  fmancial  assistance  from  AID.  This  is 
genuine  personification  of  the  term  "sustainable  development"  and  a  form  of  foreign  assistance  that 
provides  immediate,  measurable  and  accountable  results.  The  University's  books  are  open  to  AID  for 
audit  purposes  at  all  times.  The  original  grant  of  $700,000  over  two  and  one-half  years 
(or  approximately  $140,000  per  semester)  is  designed  to  help  forty-three  students  who  were  originally 
admitted  to  the  program.  We  are  hopeful  that  the  success  already  experienced  by  this  program  will 
encourage  even  greater  support  in  the  fiiture  that  will  allow  the  University  to  help  talented  students  from 
disadvantaged  families  and  ensure  that  the  educational  process  never  becomes  elitist  in  nature. 

The  University  of  Mobile  Latin  American  branch  campus  is  now  a  reality  in  Nicaragua.  It  is  providing  a 
beacon  of  hope,  a  standard  of  excellence,  a  torch  for  democracy,  and  a  bridge  of  friendship  between 
Nicaragua  and  the  United  States.  None  of  this  would  have  happened  if  the  University  had  not  believed 
in  the  stability  of  Nicaragua,  if  there  had  been  any  questions  about  the  security  of  personnel,  or  if  we 
doubted  the  determination  of  the  Nicaraguan  people  to  face  both  their  challenges  and  their  opportunities 
with  commitment  and  determination. 

I  say  this  to  emphasize  that  even  with  the  advances  of  the  past  five  years,  Nicaragua  has  some 
tremendous  matters  before  it  that  will  demand  the  best  of  its  people  and  its  leadership.  It  is  incumbent 
on  the  University  and  the  United  States  to  recognize  these  challenges  and  be  prepared  to  contribute  as 
appropriate  to  assure  stability  and  promote  Nicaraguan  national  integrity. 
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First,  we  must  have  free  elections  leading  to  a  peaceful  transition  between  the  Chamorro  administration 
and  its  successor  government.  At  this  moment,  there  is  every  reason  to  believe  that  this  transition  will 
be  relatively  smooth  regardless  of  who  is  elected.  Parties  on  both  extremes  have  either  fragmented  or 
moved  closer  to  the  center  as  they  have  faced  the  realities  of  the  new  world  order.  In  addition,  the  people 
of  Nicaragua  recognize  that  the  promises  of  extremist  groups  never  materialized  and  that  the  hope  for 
their  future  lies  in  the  jobs  that  are  created  by  peace  and  prosperity.  Anything  less  than  a  free  election 
process  would  disrupt  the  progress  of  peace  and  stability. 

The  United  States  has  an  obligation  to  help  assure  that  the  upcoming  election  process  is  fair  and  free  of 
corruption.  We  should  not,  in  any  way,  impose  on  the  sovereignty  of  Nicaragua  by  encouraging  or 
discouraging  the  candidacy  of  any  individual  or  party.  At  one  fateful  moment  in  1990,  Nicaraguans  were 
told  that  their  country  was  making  the  immediate  switch  from  a  history  of  dictatorships  and  Marxism  to  a 
new  era  of  democracy.  Although  such  a  transition  cannot  happen  over  night,  it  is  remarkable  how 
quickly  Nicaragua  has  assimilated  such  concepts  of  democracy  as  open  debate,  respect  for  different 
opinions  and  acceptance  of  the  will  of  the  majority.  The  University  is  committed  to  helping  this  growth 
process  continue. 

During  the  past  year,  the  University  structured  a  lecture  series  on  campus  that  attracted  the  major 
candidates  for  presidential  office.  These  candidates  had  an  opportunity.'  to  share  their  views  on 
Nicaragua's  future  with  future  leaders.  At  the  same  time,  they  willingly  opened  themselves  to  intense 
scrutiny  by  our  students  who  challenged  their  positions  on  many  issues.  Such  a  process  of  open 
dialogue  was  new  to  Nicaragua  and  was  extremely  well  received.  The  University  will  continue  to 
promote  such  activities  that  teach  the  process  of  give  and  take  that  is  so  critical  if  democracy  is  to 
flourish. 

The  second  major  challenge  will  continue  to  be  the  economy.  Nicaragua  witnessed  a  growth  rate  last 
year  of  3.2%  but  obviously  there  is  still  much  work  to  be  done  if  the  country  is  to  be  weaned  from  a  total 
reliance  on  foreign  assistance.  While  continuing  to  promote  expansion  of  traditional  crops  such  as 
coffee,  the  country  must  develop  a  greater  spectrum  of  non-traditional  exports.  This  is  why  the 
University  of  Mobile  is  expanding  its  curriculum  to  promote  such  programs  as  aquaculture,  shrimp 
fanning,  and  ornamental  horticulture. 

During  the  past  three  years,  I  have  personally  wimessed  a  tremendous  revitalization  of  the  economic 
infrastructure  in  Nicaragua.  In  1992,  there  were  very  few  signs  of  commerce  throughout  the  country. 
Today,  there  are  indications  that  people  are  once  again  becoming  confident  enough  to  invest  in  fartiily 
businesses,  farms  and  manufacturing  facilities.  In  our  specific  case,  the  University  has  created  over  200 
permanent  jobs  that  are  probably  feeding  several  hundred  families.  But  the  intermediate  answer  to 
Nicaragua's  economic  stability  will  be  substantial  foreign  investment  by  the  private  sector. 

The  University  took  a  leap  of  faith  in  1993  when  it  invested  $2.5  million  in  the  future  of  Nicaragua. 
Today,  the  University  and  the  United  States  have  an  obligation  to  encourage  institutions  and  businesses 
in  this  country  and  in  other  countries  to  invest  in  Nicaragua.  Economic,  political  and  social  stability  in 
Nicaragua  and  in  that  region  is  obviously  in  the  best  interest  of  the  United  States.  The  University  plans 
to  continue  promoting  investment  in  Nicaragua  by  creating  seminars  and  conferences  that  will  bring 
investors  from  the  United  States  together  with  potential  local  business  partners.  Doors  ha\  e  already  been 
opened  in  such  areas  as  construction,  fisheries,  forestry  and  agriculture.  In  addition,  we  anticipate 
implementation  of  a  number  of  certificate  programs  to  train  people  for  the  growing  tourist  industry. 
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The  third  issue  -  that  of  human  rights,  is  one  of  substantial  interest  to  people  in  the  United  States.  I  am 
often  asked  if  Nicaragua  is  still  a  military  state  or  if  it  is  safe  to  travel  in  the  country.  It  would  be  naive 
to  say  that  there  have  not  been  human  rights  violations  in  Nicaragua,  especially  in  certain  isolated  areas 
of  the  country.  Some  of  these  violations  apparently  were  perpetrated  by  members  of  the  ex-military 
from  both  sides. 

But  most  of  that  type  of  activity  now  appears  to  have  worked  its  way  out  of  the  system.  The  random  acts 
of  violence  still  being  reported  are  now  products  of  poverty  or  personal  conflicts  between  individuals. 
In  my  opinion,  there  does  not  appear  to  be  a  real  problem  in  Nicaragua  between  security  forces  and 
civilians.  The  situation  has  vastly  improved  during  the  last  five  years  as  President  Chamorro's  brand  of 
national  recovery  has  taken  root.  Violence  is  no  longer  seen  as  the  means  for  solving  problems.  The 
University  is  committed  to  helping  its  graduates  develop  tolerance  for  the  views  of  others  and  an 
understanding  of  non-violent  options  for  conflict  resolution. 

For  those  of  you  who  have  any  lingering  doubts  about  the  safety  of  operating  in  Nicaragua,  let  me 
remind  you  that  each  day  several  hundred  students  and  faculty  travel  to  the  University  from  various  parts 
of  the  country.  Just  as  in  the  United  States,  we  remain  concerned  about  people's  individual  safety  from 
automobile  accidents  or  random  acts  of  meanness.  But  we  do  not  have  a  serious  concern  about  their 
safety  because  of  military,  paramilitary  or  police  actions.  This  is  simply  non-existent,  but  I  would  be  the 
first  to  come  and  tell  you  if  that  should  ever  change. 

I  would  like  to  emphasize  that  the  University  of  Mobile  has  been  one  of  the  largest,  if  not  the  largest, 
investor  in  Nicaragua  since  the  government  changed  in  1990.  We  fully  recognize  the  difficulties  faced 
by  this  nation  but  we  also  see  its  vast  untapped  reservoir  of  potential.  In  the  years  ahead  we  will  watch  a 
budding  democracy  struggle  to  cope  with  the  demands  of  poverty,  the  needs  of  education,  and  the 
challenges  of  economic  recovery.  The  University  of  Mobile  is  committed  to  educating  men  and  women 
who  are  professionally  prepared  to  meet  these  challenges. 

On  behalf  of  the  students  in  Nicaragua  whose  lives  and  futures  are  being  impacted  by  the  University  of 
Mobile  Latin  American  branch  campus,  I  want  to  thank  AID,  as  well  as  the  members  of  the  House  and 
Senate  for  their  confidence  and  their  support.  I  am  here  to  personally  ask  you  for  your  continued 
assistance,  so  that  the  University  can  continue  to  be  a  major  agent  for  positive  and  permanent  change  in 
Nicaragua.  Through  education  we  can  provide  the  bedrock  for  continued  stability,  improve  productivity, 
foster  scientific  research,  and  raise  the  standard  of  living  for  all  Nicaraguan  citizens.  Let  me  assure  you 
that  any  consideration  that  might  be  given  to  streghthening  support  to  the  University  of  Mobile  Latin 
American  branch  campus  would  greatly  enhance  our  effectiveness  at  helping  the  citizens  of  Nicaragua 
sustain  themselves  and  face  their  future  with  hope,  promise  and  confidence. 
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Dr.  Michael  A.  Magnoli  is  President  of  the  University  of  Mobile,  Mobile, 
Alabama. 

After  graduating  from  the  University  of  Mobile  in  1 967  with  a  degree  in  biology 
and  chemistry,  he  earned  a  master's  degree  in  biology  and  marine  science  from  the 
University  of  Alabama  and  a  Ph.D.  degree  in  biology  and  biochemistry  from  the 
University  of  Southern  Mississippi.  He  later  completed  a  Ph.D.  in  higher  education 
administration  from  the  University  of  Alabama.  Dr.  Magnoli  joined  the  University  of 
Mobile  staff  in  1978  as  director  of  development  and  was  elevated  to  vice  president  in 
1981.  He  assumed  the  presidency  in  1 984. 

Prior  to  joining  the  University  of  Mobile  adminisfration,  he  had  extensive  service 
in  public  and  private  education  as  a  teacher  at  the  secondary  and  college  levels  and  as  an 
administrator. 

An  author  and  lecturer.  Dr.  Magnoli  has  written  nine  books  and  numerous  articles, 
papers,  and  educational  materials.  He  has  made  speaking  presentations  throughout  the 
United  States  as  well  as  in  Canada,  Central  America,  and  South  America.  He  has  served 
as  consultant  to  a  number  of  colleges,  universities,  and  school  systems  in  areas  of 
administration,  planning,  and  curriculum  development. 

Active  in  civic,  religious,  and  educational  affairs,  he  is  a  member  of  the  board  of 
directors  of  the  America's  Junior  Miss  Scholarship  Foundation,  a  director  of  the  Alabama 
School  of  Mathematics  and  Science  Foundation,  and  a  member  of  the  Executive 
Committee  of  the  Dauphin  Island  Sea  Lab. 

He  is  married  to  the  former  Joann  Parker  who  was  also  a  member  of  the 
University  of  Mobile's  first  graduating  class,  and  they  have  two  children,  Melissa  and 
Jennifer. 
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General  statement: 

There  is  no  question  that  Nicaragua  is  a  country  held  hostage  by  the 
past  policies  of  the  former  Sandinista  government  as  well  as  those  of 
the  current  government,  that  are  not  allowing  the  country  to  prosper 
politically  or  economically. 

In  the  meantime,  millions  of  Nicaraguans  are  suffering  ! 

The  level  of  poverty  of  Nicaragua  equals  Haiti,  the  Hemisphere's 
poorest  country. 

Solutions  need  to  be  found  and  they  need  to  be  found  quickly  if  the 
country  is  to  prosper. 

The  current  Nicaraguan  government  has  received  billions  of  dollars  in 
financial  assistance,  especially  from  the  United  States. 

yet  most  Nicaraguans  live  under  extreme  poverty. 

This  testimony  will  address  the  reasons  why  there  is  so  much  misery 
in  Nicaragua  as  well  as  provide  solutions  to  the  problems  outline 
herewithin. 

The  problems  that  Nicaragua  face  today  can  be  easily  summarized  as 
follows: 

1)  Unwillingness  by  the  current  government  to  solve  the  problems  of 
the  common  Nicaraguan. 

2)  The  political  instability  and  violence  of  members  of  the  Sandinista 
Front . 

3)  The  lack  of  Foreign  Investment. 

4)  Lack  of  due  process  of  law. 

5)  Problems  created  by  La  Pinata. 

6)  Freedom  of  speech. 

7)  Future  elections 

The  problem  created  by  the  confiscation  of  properties  during  the 
Sandinistas  years,  remains  Nicaragua's  main  problem. 

Why  is  there  a  property  problem  ? 

During  the  1980 's,  the  Sandinista  government  expropriated,  confiscated 
or  stole  property  from  thousands  of  Nicaraguans  from  all  walks  of 
life,  including  thousands  of  American  citizens. 

The  Sandinistas  felt  that  at  the  beginning  of  their  mandate,  they  had 
strong  support  from  the  Nicaraguan  people  to  do  what  they  pleased. 
This  support  eroded  when  the  Sandinistas  were  unable  to  govern  the 
country  and  did  not  respect  human  and  property  rights.  Their  unjust 
actions  with  the  Nicaraguan  people  led  first  to  a  bloody  war  and  then 
to  their  defeat  in  the  1990  Presidential  elections. 
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Seizure  of  properties  was  done  by  the  Sandinistas  primary  under 
decrees. 

Who  were  the  victims  ? 

The  victims  were  anyone  who  did  not  agree  with  the  philosophy  and 
actions  of  the  Sandinistas.  Thousands  of  Nicaraguans  lost  their 
properties,  some  were  valuable  and  some  were  not.  But  Nicaraguans  had 
a  sentimental  value  attached  to  their  properties. 

The  Sandinistas  actions  led  20  %  of  the  country's  population  -  over 
800,000  people  -  to  leave  the  country,  and  the  remaining  population 
into  a  bloody  civil  war. 

The  Sandinistas  seized  not  only  properties  of  members  of  the  Somoza 
family,  but  they  also  used  the  excuse  "he/she  is  a  Somocista"  to  take 
away  property  from  rightful  owners  properties  of  all  types  of 
Nicaraguans. 

Some  properties  were  taken  away  from  the  poorest  Nicaraguans  in  the 
North.  This  explains  why  many  men  and  women  joined  the  Contra  ranks  - 
and  Nicaragua  was  in  a  never  ending  war  -  that  pinned  brother  against 
brother.  Emotions  ran  high.  The  author  has  interviewed  hundreds  of 
former  contra  fighters  who  indicated  that  they  fought  against  the 
Sandinistas  because  they  took  away  their  material  possessions  and  the 
Sandinistas  killed  their  relatives  and  friends  for  no  reason. 

The  word  confiscation  carries  the  connotation  that  the  former  owner 
was  not  compensated.  Expropriation  recognizes  that  the  rightful  owner 
will  receive  some  sort  of  compensation. 

Decree  38,  issued  by  the  Sandinista  Junta  in  July  20,  1979,  gave  power 
to  the  newly  formed  government  to  confiscate  properties  belonging  to 
members  of  the  Somoza  family  and  followers.  This  decree  was  later 
suspended  on  August  8,  1979.  The  wording  and  actions  of  this  decree 
led  Sandinista  officials  to  tremendous  abuses  of  authority,  creating 
serious  conflicts  in  the  Nicaraguan  society,  never  before  seen  in  the 
history  of  the  country. 

The  Sandinistas  confiscated  land,  factories,  houses,  all  types  of 
business,  including  the  financial,  agricultural,  industrial  and 
commercial  sectors,  ...  even  animals  (i.e.   cows ...  horses . .   and 
dogs) . 

The  Sandinistas  did  not  use  legal  means  to  confiscate  properties. 

They  used  brutal  force.  Whoever  opposed  them  was  simply  killed. 

This  lack  of  legal  framework  in  which  confiscations  of  properties 
were  done  without  a  due  process  of  law  is  now  creating  problems  in 
Nicaragua  and  having  a  serious  effect  in  the  democratic  process  of  the 
country.  To  complicate  matters,  the  Sandinistas  passed  a  decree  that 
allowed  them  to  confiscate  any  property  belonging  to  Nicaraguans  who 
had  opted  to  reside  outside  of  the  country  for  more  than  six  months. 
The  Sandinistas  issued  decree  760  to  allow  the  government  to  take 
property  away  from  individuals  "  who  had  been  absent  of  the  country 
for  more  than  six  months".  Once  again,  this 
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decree  led  Sandinista  officials  to  commit  thousands  of  unjust  acts  of 
confiscation. 

The  Sandinistas  lost  the  Presidential  election  of  1990.  Their  defeat 
took  them  by  complete  surprise.  Even  the  winner,  current  President 
Violeta  Chamorro,  could  not  believe  that  she  had  won  the  election. 

However,  to  Mrs.  Chamorro 's  surprise  as  under  the  former  Sandinistas 
laws,  the  winner  was  decided  by  the  recount  of  the  votes.   Therefore 
while  Mrs.  Chamorro  was  busy  celebrating  her  victory,  the  Sandinistas 
were  busy,  recounting  the  votes  and  giving  themselves  seats  in  the 
Nicaraguan  Assembly  that  they  had  not  earned  during  the  election. 

During  the  1990  election,  the  winners  lost,  and  the  losers  won  ! 

After  the  Sandinistas  realized  that  they  had  lost  power,  they  also 
discovered  that  "the  legal  titles"  of  thousands  of  the  properties  that 
they  had  seized  by  force,  had  not  been  registered  to  those  individuals 
who  had  taken  possession  illegally.  Therefore  they  became  illegal 
tenants  of  unjustly  confiscated  properties. 

The  Sandinistas  made  the  mistake  of  assuming  that  they  were  going  to 
rule  Nicaragua  forever.  Therefore  they  did  not  bother  to  change  the 
legal  title  of  confiscated  properties  which  were  seized  by  force. 

But  as  the  Sandinista  leadership  felt  pressure  from  their  political 
bases,  they  endeavored  to  legalize  their  confiscations. 

These  actions  also  led  to  additional  injustices.  The  Sandinista 
leadership  ordered  to  loot,  if  not  all,  of  the  government 
resources,  and  to  distributed  most  of  confiscated  properties  at  will 
without  a  due  process  of  law.  This  process  is  known  as  "La  Pinata". 
This  act  affected  the  relations  of  the  Sandinistas  with  the  Nicaraguan 
people  and  true  revolutionaries  throughout  the  world,  who  saw  the 
Sandinistas  as  an  organized  group  whose  only  concern  was  to  enrich 
themselves. 

The  newly  elected  government  of  President  Violeta  Chamorro  made  the 
mistake  at  the  beginning  of  her  Presidency  by  not  taking  the  property 
problem  as  a  serious  matter,  affecting  her  nation  and  stability  of  her 
government. 

Thousands  of  Nicaraguans,  many  of  whom  had  become  American  citizens, 
wanted  to  return  to  their  homeland  to  assist  in  the  reconstruction  of 
the  economy.  Unfortunately,  the  government  of  Mrs.  Chamorro  thought 
that  the  property  problem  was  not  a  priority. 

How  wrong  she  was  ! 

President  Chamorro 's  main  preoccupation  was  to  obtain  as  many  millions 
of  dollars  in  donations  as  possible. 

Although  she  was  successful  in  obtaining  donations  -  the  United  States 
alone  donated  over  one  billion  dollars  within  a  three  year  period  - 
President  Chamorro  made  the  assumption  that  countries  like  the  United 
States,  would  donate  substantial  sums  of  money  forever. 
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Foreign  assistance  sometimes  achieves  the  opposite  effect  of  what  it 
is  intended  to  do. 

In  the  case  of  Nicaragua,  President  Chamorro's  economic  team  in  the 
first  four  years  in  power  felt  no  pressure  of  making  the  Nicaraguan 
economy  work,  as  the  inefficiencies  of  the  economy  as  well  as  the 
substantial  deficits  in  the  country's  balance  of  payment  were  being 
financed  by  large  donations  from  countries  like  the  United  States. 

This  is  why,  the  Government  of  Nicaragua  was  slow  in  returning 
properties  to  its  rightful  owners. 

The  problem  was  so  severe,  that  the  Justice  Department  of  the 
government  of  Nicaragua  was  housed  in  a  building  that  belonged  to  an 
American  Citizen. 

If  a  government  does  not  respect  property  rights,  neither  will  its 
citizens. 

President  Chamorro  did  not  count  on  a  number  of  things:  1)  Worldwide 
investors  came  to  the  conclusion  that  if  Nicaraguans  were  not 
investing  in  their  own  country,  it  was  because  it  was  not  safe  to  do 
so;  2)  Nicaraguan  Americans  became  very  well  organized  and  worked 
together  with  Members  of  Congress  and  the  Senate  in  effectively 
forcing  the  government  of  Mrs.   Chamorro  to  give  special  attention  to 
property  claims  of  United  States  citizens  3)  Nicaraguan  citizens 
formed  a  strong  Association  of  "Conf iscados";  4)  The  top  Sandinista 
Comandantes  developed  successful  strategies  to  fight  the  return  of 
properties  that  they  stole;  5)  Trouble  makers,  following  the  orders  of 
former  President  Daniel  Ortega,  held  Mrs.  Chamorro  hostage  of  all  her 
actions;  6)  Corruption  in  the  Chamorro  administration  became  rampant 
and  Nepotism  became  a  problem;  and  finally  the  Chamorro  government 
quickly  lost  all  respect  from  its  citizens. 

All  of  the  above  had  a  negative  on  the  flow  of  desperately  need 
for  foreign  investment. 

Foreign  investment  hardly  reached  Nicaragua.  With  the  exception  of  a 
group  from  Taiwan  that  bought  the  majority  shares  of  the 
Intercontinetal  Hotel  and  the  investment  made  by  the  University  of 
Mobile,  there  has  been  no  major  investment  in  Nicaragua. 

Doctor  Michael  Magnoli,  President  of  the  University  of  Mobile, 
deserves  my  utmost  respect  for  a  job  well  done  in  helping  built  an 
educated  work  force  that  eventually  will  help  Nicaragua  prosper. 

Nicaraguans  in  general  have  no  faith  in  the  Nicaraguan  economy  and 
their  government.  Potential  investors  are  very  worrisome  of  the 
electoral  process,  the  fight  between  the  Nicaraguan  Assembly  and  the 
Chamorro  administration. 

This  fight  has  created  a  tremendous  political  chaos.  Nicaragua  for 
most  of  1995  was  the  only  country  in  the  world  that  had  two 
constitutions . 

It  is  hard  to  believe  that  such  a  business  could  exist  ! 
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Proposed  solutions: 

Under  civil  law,  property  rights  are  preserved.  Individuals  invest  in 
properties,  hoping  that  they  will  increase  in  value.  Preservation  of 
value  includes  preservation  of  the  title  of  the  property. 

The  problem  in  Nicaragua  is  that  title  to  property  passes  from  one 
person  to  another  without  the  legitimate's  owners  knowledge,  consent 
or  even  compensation. 

*  Individuals  who  have  been  confiscated  by  the  Sandinista  government 
should  have  their  properties  returned  immediately,  especially  in  those 
cases  where  the  government  or  the  Armed  Forces  (including  the  police) 
are  in  possession  of  them. 

In  cases  where  it  is  impossible  to  return  said  property,  the  rightful 
owner  should  receive  proper  (market  value)  compensation. 

The  government  of  Nicaragua  has  been  issuing  worthless  bond  as  a  form 
of  compensation.  These  bonds  currently  trade  at  15%  of  their  face 
value. 

*  Also,  members  of  the  Nicaraguan  government  are  the  ones  that  decide 
what  price  to  pay  for  a  property  that  was  taken  away  from  its  rightful 
owners.  These  individuals  are  so  overwhelm  by  work  ,  that  conceivably 
could  work  for  ten  years  without  taking  a  coffee  break,  as  still  they 
will  not  be  able  to  solve  the  property  problem  in  Nicaragua. 

*  Many  holders  of  the  bonds  are  worried  that  the  next  Nicaraguan 
Government  will  not  recognize  the  bonds  as  valid.  This  tends  to 
depress  the  price  of  the  bonds  even  more.  One  way  to  increase  the 
market  value  of  the  compensatory  bonds  is  to  back  them  with  valuable 
properties  and  not  only  with  the  faith  and  credit  of  The  Republic  of 
Nicaragua. 

To  this  end,  the  privatization  of  the  telephone  company  is  a  must. 
The  proceeds  of  the  sale  of  this  company,  as  well  as  other  state  owned 
companies  that  should  be  privatized,  should  be  placed  in  a  escrow 
account  in  a  United  States'  Financial  Institution  to  secure  interest 
and  principal  payments  of  the  compensation  bonds. 

*  The  Nicaraguan  Government  formed  a  Commission  in  1991  to  revise  all 
confiscations  of  Nicaraguans. 

One  problem  is  that  the  revisions  of  the  Commission  have  been 
subjected  to  political  pressure,  both  from  the  government  and  the 
Sandinistas.  Additionally,  the  government  of  Nicaragua  has  not 
followed  the  recommendations  of  this  commission. 

*  The  registrar  of  properties  is  a  joke.  Any  lawyer  can  change  the 
title  of  a  property  without  the  owner's  knowledge  and  compensation. 

*  Political  parties  and  all  Nicaraguans  have  to  understand  that  the 
problem  of  properties  that  were  confiscated  by  the  Sandinistas  is  a 
real  problem,  which  is  hurting  the  development  of  the  country. 
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*  Someone  of  international  stature  has  to  mediate  the  property  problem 
in  Nicaragua.  Nicaraguans  have  proven  to  be  unable  to  solve  their 
problems. 

*  The  main  Sandinista  leaders  have  to  lead  by  example.  They  have  to 
return  what  is  not  theirs.  It  is  not  possible  to  have  Daniel  Ortega 
living  in  a  house  that  everyone  in  the  world  knows  belongs  to  banker 
Jaime  Morales  Carazo.  All  of  the  main  Sandinista  Comandantes  reside  in 
stolen  homes. 

*  Former  fighters  of  both  sides  should  have  their  properties  returned, 
and  compensated  for  their  services.  The  above  action  will  reduce  the 
index  of  criminality. 

*  The  United  states  should  be  aware  that  great  numbers  of  former 
freedom  fighters  have  been  killed  like  animals  and  not  a  single  person 
has  raised  his/her  voice  to  protest  such  killings. 

*  The  killers  of  Jean  Paul  Genie,  Enrique  Bermudez  and  Polo  Serrano 
continue  to  walk  freely  in  Nicaragua. 

How  can  this  be  ? 

*  Total  reconciliation  cannot  exist  in  Nicaragua  without  the 
participation  of  political  parties,  indigenous  groups  of  the  Atlantic 
coast,  and  the  800,000  exiles. 

*  The  Nicaraguan  American  community  plays  a  critical  role  in  the 
reconciliation  and  property  issue.  This  community  could  be  a 
constructive  force. 

*  Presently,  Nicaragua  is  a  lawless  country.  Members  of  the  Nicaraguan 
Assembly,  the  same  persons  that  make  Nicaraguan  laws,  are  part  of  the 
problem.  Many  of  them  are  Pinateros. 

*  Many  people  consider  the  current  government  a  thing  of  the  past. 
Nicaraguans  are  very  worried  about  the  upcoming  1996  elections. 

*  The  leader  of  all  polls,  Managua's  former  Mayor,  Arnoldo  AlemSn, 

is  highly  popular.  However  there  are  more  than  twenty  five  individuals 
running  for  President  in  Nicaragua.  I  fear  for  Mr.  Aleman  safety. 

*  The  United  States  Congress  should  be  watchful  that  the  upcoming 
elections  are  clean  and  democratic. 

*  Members  of  the  Nicaraguan-American  community  should  be  invited  by 
the  National  Endowment  for  Democracy  (NED)  as  observers  in  the 
upcoming  elections. 

*  Persons  of  international  stature  should  supervise  the  elections. 

Please  keep  Mr.  Jimmy  Carter  and  his  Carter  Center  away  from 
Nicaragua.  By  being  pro-Sandinista,  The  Carter  Center  has  already  done 
tremendous  and  irrepairable  damage  in  Nicaragua.  Keep  in  mind  that  the 
Sandinistas  won  power  in  Nicaragua  aided  by  the  former  Carter 
Administration. 
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*  Proper  funding  to  have  an  international  team  of  observers  should  be 
secured. 

*  Freedom  of  the  Press  has  to  be  respected. 

I  am  deeply  concerned  with  the  safety  of  the  Publisher  of  one  of  the 
country's  largest  independent  newspaper.  La  Tribuna,  Mr.  Haroldo 
Montealegre.  This  gentleman  and  his  family  have  been  harassed  simply 
because  he  published  reports  of  the  Attorney  General  of  Nicaragua  in 
which  the  corrupt  acts  of  various  members  of  the  Nicaraguan  Supreme 
Court  are  exposed. 

*  United  States 's  foreign  assistance  should  be  given  for  the  right 
reason,  be  properly  accounted  for  and  whoever  commits  the  act  of 
stealing  it  should  be  imprisoned  in  the  United  States. 

Please  understand  that  Nicaraguans  and  Nicaraguan  Americans 
are  not  opposed  to  the  fact  that  the  United  States  gives  aid  to 
Nicaragua.  What  concerns  them,  is  that  the  foreign  assisj.ance  of  the 
United  States  has  been  misused  and  in  many  cases  has  been  stolen. 

*  I  am  very  concerned  about  political  violence.  Furthermore,  most  of 
the  Nicaraguan  Churches  have  been  targeted  by  terrorists  as  result  of 
the  Pope  announcing  his  visit  to  Nicaragua. 

Keep  in  mind  that  if  something  happens  to  a  rich  or  well  connected 
individual  in  Nicaragua,  chances  are  that  someone  will  come  to  his/her 
aid.  i.   But  who  will  aid  the  poor  Nicaraguan  ? 

*  It  is  important  that  the  U.S.  Department  of  Justice  has  unjustly 
been  deporting  great  numbers  of  Nicaraguans,  many  of  them  who  have  law 
abiding  citizens. 

This  must  stop  ! 

*  As  a  final  point,  I  have  the  upmost  respect  for  career  officers  of 
the  Department  of  State.  I  think  very  highly  of  the  United  States 
Ambassador  to  Nicaragua,  The  Honorable  John  Maisto. 

However,  career  Diplomats  follow  the  directives  of  the  bosses.  This  is 
why  having  Congressional  hearings  like  this  one  are  very  important. 

I  congratulate  and  thank  you  Mr.  Chairman  and  Members  of  your 
Committee  for  having  this  important  hearing,  which  will  help  shape  the 
foreign  policy  of  the  United  States  and  eventually  help  restore  full 
democracy  in  Nicaragua. 
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I  would  like  to  thank  the  honorable  members  of  this  subcommittee  for  the 
opportunity  to  testify  today.* 

Who  would  have  expected,  when  the  Chamorro  government  was  elected  in 
1990,  that  a  mere  five  years  later,  in  1995: 

*  The  military  would  be  peacefully  reduced  from  80,000  to  1 1 ,000,  20,000 
members  of  the  Nicaraguan  Resistance  would  be  peacefully  demobilized. 
General  Humberto  Ortega  would  step  down,  and  a  law  would  be  passed 
increasing  civilian  control  over  the  military; 

*  the  Chamorro  government  would  have  managed  to  remain  true  to  its  pledge  to 
promote  national  reconciliation,  moving  away  from  Nicaragua's  traditional 
"winner-takes-air  politics;  and 

*  Nicaraguans,  operating  under  virtually  complete  political  freedoms,  would  have 
settled  down  by  and  large  to  the  business  of  democracy,  readying  themselves 
for  the  1996  elections? 

It  is  necessary  to  be  realistic  in  judging  Nicaragua's  progress  in  the  last  five 
years.  This  is  a  country  that  has  endured  two  brutal  civil  wars;  that  became  a  proxy 
fighting  ground  for  the  Cold  War;  that  suffered  a  forty-six-year  dictatorship  under  the 
Somoza  family  followed  by  a  decade  of  tremendous  social  upheaval  and  conflict  under 
the  Sandinistas.  It  is  a  country  with  little  experience  of  democratic  rule.  In  judging 
Nicaragua's  progress,  it's  essential  to  consider  what  might  have  been:  the  country 
could  have  degenerated  into  complete  ungovernability  and  ongoing  civil  war.  There 
was  enormous  controversy  among  Nicaraguans  about  the  most  basic  questions  of 
how  to  organize  their  society  when  President  Chamorro  took  office;  thus  that  there 
has  been  a  high  level  of  political  conflict  is  hardly  a  cause  for  surprise  or  a  matter  for 
blame.  In  this  context,  Nicaragua's  progress  has  been  remarkable  and  both  the 
Chamorro  government  and  Nicaraguan  society  in  general  deserve  credit  for  these 
achievements. 

*The  Latin  America  Working  Group  is  a  coalition  of  58  national  religious,  hunnan  rights,  grassroots  and 
developrnent  organizations.  The  views  expressed  here  today  are  my  own  and  not  necessarily  those  of  all 
of  the  58  organizations. 
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At  the  same  time,  of  course,  there  are  very  serious  problems  facing  Nicaragua. 
In  evaluating  these  problems,  it  is  time  to  take  off  our  Cold  War  glasses  and  be  willing 
to  take  a  new  look  at  Nicaragua  and  its  changing  dynamics  and  players. 


What  are  the  dangers  and  problems  facing  Nicaragua? 

1.  The  temptation  to  ignore  the  rules  of  the  game,  or  to  walk  away  from  the  table. 

In  Nicaragua,  the  rules  to  the  democratic  game  are  new;  some  are  still  being 
hammered  out.  The  specific  powers  of  the  legislature,  of  the  executive,  and  of  the 
judicial  branch,  for  example,  do  exist  now  on  paper,  but  have  not  been  widely 
accepted  in  practice.  In  the  last  few  years,  there  have  been  several  moments  of 
crisis,  including  a  year-long  boycott  of  the  National  Assembly  by  some  UNO 
legislators,  and,  more  recently,  a  standoff  between  the  executive  and  the  National 
Assembly  over  a  series  of  major  constitutional  reforms.  In  the  latter,  the  Chamorro 
Administration  refused  to  publish  constitutional  reforms  that  had  been  passed  by  the 
National  Assembly,  generating  a  political  impasse  that  lasted  months.  These 
moments,  in  which  the  normal  functioning  of  government  is  paralyzed,  are  extremely 
dangerous.  Moments  when  groups  and  individuals  resort  to  physical  violence  and 
sabotage  are  also  dangerous,  not  just  for  their  immediate  effects,  but  for  their  impact 
upon  the  Nicaraguan  polity.  U.S.  policy  should  urge  Nicaraguans  across  the  political 
spectrum  to  abide  by  the  democratic  rules  of  the  game,  to  resist  the  temptation  to 
walk  out  or  boycott  debate,  to  reject  violence  of  any  kind,  and  to  accept  the 
compromises  worked  out  in  the  democratic  process. 

2.  Loss  of  belief  in  leaders.  There's  a  distinct  danger  that  Nicaraguan  citizens  are 
losing  faith  in  leadership  across  the  spectrum.  The  endless  bickering  and  stalemate 
among  political  elites  undermine  confidence  in  political  leaders.  The  orthodox  line  of 
the  FSLN,  party  officials  and  business  leaders  on  the  conservative  side  of  the  political 
spectrum,  the  Chamorro  Administration  at  certain  points  all  have  staked  out 
intransigent  positions,  refused  to  budge,  and  argued  as  if  they  enjoyed  it,  at  great 
expense  to  the  rest  of  the  population.  Corruption  is  also  a  problem,  and  has  a  similar 
effect  of  loss  of  faith  in  political  leaders.  The  FSLN's  reputation  was  badly  damaged 
among  its  supporters  for  the  rewarding  Sandinista  officials  with  larger  farms  and 
houses,  the  so-called  "pinata"  that  occurred  during  the  lame  duck  period  in  1990. 
Rumors  of  corruption  periodically  surface  regarding  Chamorro  Administration  officials- 
most  notably  surrounding  privatization,  which  was  carried  out  with  little  transparency- 
-and  regarding  the  former  mayor  of  Managua,  Arnoldo  Aleman,  now  a  presidential 
candidate.  I  do  not  presume  to  confirm  or  evaluate  these  rumors  of  corruption,  which 
are  flung  with  abandon  but  difficult  to  prove,  but  clearly  Nicaraguan  leaders  need  to 
take  steps  to  regain  public  confidence  in  their  integrity. 

3.  How  best  to  develop  military  and  police  forces  that  are  under  civilian  control 
and  respect  human  rights.  As  mentioned  earlier,  there  have  been  real  steps  forward 
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regarding  the  military.*  The  new  military  law,  passed  in  August  1994,  gives  the 
president  the  right  to  appoint  the  head  of  the  army,  sets  a  5-year  term  for  that  post, 
and  establishes  that  military  personnel  implicated  in  crimes  against  civilians  should  be 
tried  in  civilian  courts-which  is  a  real  breakthrough.  The  recent  constitutional  reforms 
affirm  that  the  military  is  apolitical  and  its  role  is  limited  to  national  defense  except  in 
cases  of  national  emergencies  and  natural  disasters.  The  reforms  also  make  forced 
recruitment  unconstitutional. 

So  far,  so  good.  What  needs  to  be  monitored  is  how  cases  against  the  military 
move  through  civilian  courts.  Another  area  of  concern  is  the  considerable  economic 
power  of  the  military.  The  military  law  establishes  civilian  oversight  of  the  military 
pensions  system  and  military-owned  enterprises,  but  this  must  be  effectively  enforced 
so  that  the  military,  with  its  separate  sources  of  income,  will  not  have  economic 
independence.  The  Nicaraguan  people  should  not  have  had  to  endure  such  massive 
upheaval  only  to  end  up  once  again  with  the  same  overwhelmingly  powerful  military 
that  has  plagued  their  own  country,  as  well  as  Honduras,  Guatemala  and  El  Salvador. 

The  police  force  is  currently  perhaps  a  greater  concern.  The  question  should 
not  be  "Do  the  Sandinistas  control  the  police?",  but  rather  do  the  police  abide  by 
civilian  control  and  adhere  to  human  rights  standards  and  cooperate  appropriately  with 
the  justice  system.  In  the  last  year,  there  have  been  several  disturbing  incidents  of 
excessive  use  of  force  by  police.  In  May  1995,  a  clash  between  transport  strikers 
and  police  resulted  in  2  strikers  and  one  police  officer  killed;  the  human  rights 
organization  CENIDH  attributes  the  death  of  the  strikers  to  the  police.  In  September, 
the  police  allegedly  mistakenly  shot  a  university  student,  who  was  in  the  act  of  being 
robbed,  later  refusing  to  take  him  to  the  hospital  and  beating  up  his  friends  who 
sought  to  intervene  on  his  behalf;  the  student  died.  In  addition,  there  are  increasing 
reports  of  police  demanding  bribes.  Some  observers  have  pointed  to  extremely  low 
police  salaries  as  contributing  to  corruption  and  demoralization. 

4.  A  flawed  justice  system.  The  problem  in  Nicaragua  is  less  a  large  volume  of 
ongoing  human  rights  abuses,  although  there  continue  to  be  concerns,  and  more  the 
lack  of  progress  in  human  rights  cases  through  the  courts.  The  functioning  of  the 
Supreme  Court  this  year  was  disrupted  by  the  constitutional  conflict.  A  ray  of  hope 
is  the  promised  establishment  of  a  human  rights  ombudsman's  office,  which  was  set 
forth  in  the  constitutional  reforms.  It  would  be  helpful  to  encourage  the  Nicaraguan 
government  to  do  the  administrative  work  necessary  to  open  this  office. 

The  question  of  rural  violence.  There  have  been  high  levels  of  violence,  especially  in 
the  countryside,  since  the  Chamorro  government  took  power,  although  the  levels 
appear  to  be  declining.   While  cases  of  military  and  police  involvement  do  exist  and 

*ln  terms  of  ongoino  human  rights  violations  by  the  army,  the  Maranosa  case  is  the  most  disturbing 
example.  Two  army  officers  and  1 3  recontras  died  on  January  7,  1 995;  there  were  conflicting  accounts 
over  whether  the  recontras  died  in  combat. 
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should  be  vigorously  investigated  and  prosecuted,  this  is  not  state-sponsored  violence. 
It  has  occurred  because  of  the  hatreds  on  both  sides  generated  by  years  of  war.  It 
also  has  an  economic  basis:  as  tens  of  thousands  of  soldiers  from  both  camps 
demobilized,  there  was  insufficient  systematic  attention  to  their  needs,  despite  some 
useful  programs  by  the  OAS's  CIAV,  the  UNDP  and  other  international  donors.  Lack 
of  agricultural  credit,  lack  of  land  titles,  and  psychological  as  well  as  economic 
difficulties  in  making  the  transition  to  peace  led  considerable  numbers  of  ex- 
Resistance  and  laid  off  soldiers  to  take  up  arms  again,  referred  to,  respectively,  as 
"recontras"  and  "recompas."  The  government  has  now  negotiated  with  the  largest 
such  groups  (and  the  agreements  reveal  the  economic  nature  of  their  demands),  but 
there  continue  to  be  some  incidents  of  violence  in  the  countryside.  Some  observers 
claim  this  is  now  really  banditry  rather  than  armed  political  movements.  However,  if 
there  are  no  improvements  in  the  rural  economy,  the  numbers  of  rearmed  groups 
could  soar  once  more. 

According  to  the  Organization  of  American  States'  International  Support  and 
Verification  Commission  (OAS/CIAV),  270  ex-Resistance  members  were  killed  from 
June  1990  through  the  end  of  1994.  (ClAV's  mandate,  until  recently,  was  restricted 
to  protecting  the  human  rights  of  and  providing  support  for  demobilized  Resistance 
members.)  According  to  the  human  rights  organization  CENIDH,  1 69  FSLN  members 
or  sympathizers  were  killed  from  May  1990  through  March  1994.  ClAV's  study  of 
the  44  deaths  of  ex-Resistance  members  that  took  place  in  1 994,  however,  shows 
that  23  of  the  deaths  were  attributed  to  other  ex-Resistance  members  or  recontras, 
while  7  were  attributed  to  the  army  or  police,  unknown  assailants  killed  1 1 ,  and 
recompas-rearmed  demobilized  army  soldiers-killed  3. 

The  facts  reveal  a  complex  picture  of  violence  among  ex-Resistance  members  and 
between  Resistance  and  Sandinista  supporters  in  the  countryside,  the  bitter  legacy  of 
war.  It  is  not  entirely  clear  how  the  government  could  have  prevented  much  of  the 
violence,  although  greater  attention  to  the  economic  needs  of  the  demobilized  would 
have  helped,  and  should  still  be  a  priority.  What  is  evident  is  that  the  government 
should  have  done  a  better  job  of  ensuring  that  these  cases  of  violence  were 
investigated  and  prosecuted.  In  itself,  an  end  to  impunity  can  discourage  future 
violence. 

5.  The  failure  so  far  to  generate  economic  progress  for  the  majority  of  people.  The 

Chamorro  government  administered  an  extremely  strict  structural  adjustment  program 
that  involved  massive  public  sector  layoffs,  privatization  of  all  but  19  of  351  public 
sector  enterprises,  and  drastic  contractions  in  farm  credit.  After  years  of  negative 
growth  rates,  1994  GDP  increased  by  3.2%,  and  inflation  was  brought  down  to  20% 
in  1994  from  over  13,000%  in  1990. 

However,  many  Nicaraguans  have  suffered  greatly  during  this  adjustment.  Un-  and 
underemployment  was  estimated  to  be  running  at  levels  of  50  to  60%  through  1994 
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(although  that  estimate  may  be  exaggerated).  In  practical  terms,  this  means  families 
are  living  on  one  meal  a  day,  increasing  numbers  of  children  are  begging  or  selling 
chewing  gum  on  the  streets,  and  small  farmers  lose  their  lands  or  retreat  to 
subsistence  farming  as  they  are  cut  off  from  credit.  As  banks  have  been  privatized, 
many  have  largely  stopped  lending  to  the  small  rural  producer;  they  have  been 
concentrating  lending  in  the  commercial  sphere.  The  harshness  of  this  adjustment  at 
times  directly  interfered  with  the  process  of  post-war  reconciliation,  facing  the  country 
with  difficult  trade-offs  between  groups  and  distracting  government  attention  and 
resources  from  the  needs  of  the  resettled,  the  demobilized  and  the  returned  refugees. 

International  financial  institutions  and  the  Nicaraguan  government  should  take  a  new 
look  at  adjustment  policies  to  lessen  the  impact  on  the  poor  and  to  ensure  a  broader 
based  economic  revival.  The  Nicaraguan  economy  must  generate  benefits  for  the 
majority  of  people  if  everyone  is  to  have  some  stake  in  the  democratic  system. 

The  Property  Debate 

I'm  going  to  turn  now  to  the  property  question  which  has  been  at  the  center  of  the 
U.S.  policy  debate. 

This  is  a  moment  of  opportunity  to  resolve  this  complex,  seemingly  endless  property 
debate.  The  Nicaraguan  executive  branch  and  National  Assembly  are  working  hard 
on  a  property  bill;  they  have  begun  debate  in  the  National  Assembly,  and  are  now 
carrying  out  consultations  with  civil  society.  This  bill  is  based  upon  a  July  1995 
conference  sponsored  by  the  UNDP  and  the  Carter  Center  at  Montelimar  in  which 
almost  all  the  affected  sectors  participated  and  reached  a  consensus.  U.S.  support 
for  this  consensus  could  help  resolve  this  debate,  which  if  drawn  out  will  continue  to 
sap  Nicaraguan  energy  and  hold  back  economic  progress. 

What  does  the  bill  say?  The  bill  provides  a  fair  compensation  to  most  claimants: 
current  market  replacement  value  of  the  property,  payable  in  bonds.  Only  the  Somoza 
family  itself  is  excluded  from  receiving  compensation  (under  agrarian  decree  3,  which 
still  is  held  valid);  those  whose  property  was  confiscated  under  agrarian  decree  38, 
aimed  at  those  who  profited  from  their  association  with  the  dictatorship,  including 
members  of  Somoza's  National  Guard,  as  well  as  those  who  were  deemed  to  have 
abandoned  their  land,  wiU  be  eligible  to  receive  compensation. 

At  the  same  time,  the  agrarian  reform,  which  distributed  land  to  171,980  families 
under  the  Sandinista  and  Chamorro  administrations  (the  latter  includes  demobilized 
Resistance  members  and  EPS  soldiers),  is  recognized  as  legitimate.  Many  of  the  small 
farmers  who  benefitted  from  the  reform  but  who  have  existed  in  a  legal  limbo  without 

•For  a  complete  treatment  of  the  property  issue,  see  Jennifer  McCoy,  David  Carroll,  Michael  Elliot,  Steve 
Hendrix,  and  Doug  Yarn.  "Nicaraguan  Property  Disputes."  Latin  American  and  Caribbean  Program,  The 
Carter  Center.   Atlanta,  Georgia.    April  1995. 
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the  land  title  that  would  permit  them  to  apply  for  bank  credit,  now  will  be  satisfied. 
Also,  those  who  received  houses  under  100  square  meters  in  the  urban  land  reform 
will  keep  their  houses.  Former  owners  of  these  properties  will  be  compensated  by  the 
government. 

However,  those  who  received  houses  of  over  100  square  meters  will  have  to  return 
the  properties,  or  pay  the  former  owner  the  compensation  owed.  This  fairly 
effectively  deals  with  the  corruption  issue  raised  by  the  Sandinista  leaders  who 
assigned  themselves  nice  houses  in  the  "pinata." 

Does  this  bill  provide  a  just  settlement  for  all  Nicaraguans?  We  have  to  recognize  that 
not  everyone  will  be  satisfied:  compromise  is  essential.  The  bill  under  discussion  is 
a  good  deal  for  most  of  the  over  5200  claimants  who  had  property  confiscated. 
Wholesale  physical  return  of  property  is  not  a  viable  solution.  It  would  go  against 
President  Chamorro's  campaign  promise  to  ensure  that  small  farmers  kept  their  lands. 
It  would  be  highly  unjust,  leading  to  the  removal  of  many  of  the  1 71 ,890  families  who 
received  land,  mostly  landless  poor.  It  would  threaten  the  glimmers  of  fragile 
consensus  that  exist  in  Nicaragua  today. 

Although  it  is  understandable  that  many  of  those  whose  property  was  confiscated 
would  wish  cash  compensation,  this  is  not  possible  either.  As  it  is,  it  is  estimated 
that  the  compensation  through  bonds,  the  funds  for  which  will  come  largely  through 
the  sale  of  the  telecommunications  company  Telcor,  is  estimated  to  cost  about  $650 
million,  equalling  two  years  of  export  payments.  This  is  an  enormous  sacrifice  for  the 
country,  given  that  those  payments  could  have  gone  to  improve  social  and  productive 
infrastructure,  or  to  pay  down  Nicaragua's  crippling  $11  billion  debt,  the  highest  per 
capita  debt  in  the  world.  However,  this  seems  to  be  the  compromise  Nicaraguans  are 
reaching.  And  everyone  will  benefit  in  the  end  from  a  solution  to  the  property 
conflict. 

As  you  look  at  the  property  solution,  consider  that  in  pre-1 979  Nicaragua,  43%  of  the 
arable  land  was  occupied  by  less  than  2%  of  the  farms  (in  1971;  International  Fund 
for  Agricultural  Development).  Some  of  the  Asian  economic  powerhouses  undertook 
agrarian  reforms  that  ultimately  strengthened  their  economic  performance.  A  solution 
to  the  property  conflict  that  compensates  former  owners  but  permits  small  farmers 
to  keep  their  lands  is  in  the  interests  of  a  democratic  and  stable  Nicaragua. 

Recommendations  for  U.S.  Policy 

How  can  the  United  States  help  the  democratic  process  in  Nicaragua? 

*  By  continuing  aid,  especially  to  improve  health,  provide  technical  assistance  to 

small  farmers  and  microenterprises,  and  otherwise  assist  Nicaraguans  in 
meeting  basic  human  needs.  The  economic  picture  is  bleak  for  Nicaragua;  it  is 
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one  of  the  poorest  countries  in  the  hemisphere,  along  with  Honduras  and  Haiti. 
On  this  ground,  as  well  as  due  to  the  extensive  past  U.S.  involvement  in 
Nicaraguan  affairs,  the  United  States  should  continue  assistance.  What  is  at 
this  point  a  relatively  small  investment  can  have  a  long-term  payoff. 

By  being  nonpartisan;  by  not  favoring  one  side  over  another,  but  urging  all  sides 
to  reach  agreements  and  work  together--in  Nicaragua,  not  by  continually 
involving  Washington.  The  Clinton  Administration,  while  obviously  clearly 
expressing  U.S.  views  on  property  and  other  subjects  to  the  Nicaraguan 
government,  has  taken  the  correct  approach  in  urging  Nicaraguans  to  settle 
their  differences  themselves. 

This  nonpartisan  approach  will  be  especially  important  in  the  upcoming 
elections.  The  U.S.  government  should  not  be  funding  a  campaign,  backing  a 
candidate,  or  funding  partisan  civic  organizations.  Electoral  aid  should  go 
through  the  widely  respected  Supreme  Electoral  Council  for  technical  support 
for  the  electoral  process. 

By  balancing  concerns  about  property  witli  concerns  about  institutional 
strengthening  of  judicial  system  and  protection  of  human  rights.  An  exclusive 
emphasis  on  U.S.  citizens'  property  rights  is,  frankly,  unseemly.  The  concerns 
of  democracy  are  broader.  The  Congress  as  well  as  the  administration  should 
strongly  support  the  establishment  of  a  human  rights  ombudsman's  office  and 
should  focus  on  progress  in  the  judicial  system. 

By  emphasizing  the  process.  Nicaraguans  are  negotiating  over  deeply  divisive 
issues  regarding  the  basic  principles  upon  which  to  organize  their  society.  U.S. 
policy  should  not  discourage  the  compromises  that  are  essential.  This  includes 
the  property  issue.  There  must  be  U.S.  support  for  a  final  settlement  of  the 
property  issue,  or  consensus  among  Nicaraguans  will  once  again  fall  apart.  All 
parties  to  the  U.S.  debate  over  Nicaragua  in  the  past  fifteen  years  have  said 
they  support  democracy  in  Nicaragua.  Well,  there  is  democracy  in  Nicaragua- 
messy  and  conflictual,  riddled  with  compromises,  reflective  of  national  realities, 
annoying  at  moments,  but  ultimately  worthwhile:   democracy. 
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SPEECH  BY  HER  EXCELLENCY 

MRS.  VIOLETA  BARRIOS  DE  CHAMORRO 

PRESIDENT  OF  THE  REPUBLIC  OF  NICARAGUA 

TENTH  ANNIVERSARY  OF  THE  CENTER  FOR  DEMOCRACY 

WASHINGTON.  D.C. 

SEPTEMBER  26,  1995 


Mr.  Kelly,  President  of  the  Board  of  Directors  of  the  Center  for  Democracy. 

Professor  Allen  Weinstein,   President  and   Executive  Director  of  the  Center  for 

Democracy. 

Members  of  the  Government  of  the  United  States  of  America. 

Honorable  Senators  and  Representatives. 

Friends, 

I  would  like  to  thank  you  for  your  invitation  to  share  with  you  this  evening  in 
the  celebration  of  the  Tenth  Anniversary  of  the  Center  for  Democracy.  I  would  like 
to  express  to  you  my  sincere  recognition  for  all  the  support  you  have  given  the 
democratic  process  in  my  country.  This  support  has  included  observing  the  historic 
elections  of  February  25,  1990  and  supporting  the  National  Assembly  on  legislative 
matters. 

I  am  thrilled  to  be  at  this  forum,  where  dialogue  is  practiced  and  promoted  with 
the  joint  action  of  parties  and  countries  that  favor  both  democracy  and  the  well-being 
of  the  peoples  of  the  world. 

The  Center  for  Democracy  is  expanding  the  frontiers  of  freedom  in  diverse 
continents,  helping  societies  in  transition  build  a  legal  framework  based  on  the  Rule 
of  Law  and  a  market  economy.  I  can  tell  you  that  Nicaragua  is  one  of  these  examples. 

Building  democracy  in  Nicaragua  has  been  a  very  difficult  and  misunderstood 
task.  Upon  beginning  my  presidential  mandate  on  April  25,  1990,  I  found  a  country 
that  was  destroyed  by  war,  a  result  of  the  ideological  imposition  that  the  Sandinista 
Government  attempted  in  my  country. 

Our  democratic  transition  took  place  in  the  midst  of  weapons.  I  found  an  army 
of  more  than  90,000  members  facing  another  22,000  combatants.  The  civilian 
population  had  more  than  200,000  weapons  of  war  in  its  posession  at  that  time. 
Exile,  imprisonment  and  confiscations  of  goods  were  the  means  with  which  to 
confront  the  opposition  to  democracy.  Freedom  of  the  press  and  political  rights  were 
suppressed.  I  inherited  a  collapsed  economy.  State  centralization  practically  did  away 
with  the  initiative  of  the  citizenry  and  the  benefits  of  a  free  market.  Under  the 
economic  model  of  the  Sandinista  decade,  the  State  took  over  commerce,  banking, 
insurance  and  production.  The  result  was  an  economic  regression  that  took  us  back 
to  the  1 940s,  and  left  us  an  enormous  foreign  debt,  one  of  the  highest  in  the  world 
in  relative  terms.   Rationing  cards,  weekly  devaluations. 
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confiscations  and  long  lines  at  supply  centers  were  coupled  with  the  lack  of  liberties 
and  became  the  main  symbols  of  that  time.  As  part  of  this  sad  outlook,  we 
Nicaraguans  inherited  a  culture  of  violence.  Dialogue  had  been  the  absent  protagonist 
in  our  history. 

My  first  mission  as  President  was  to  reestablish  public  liberties,  abolish 
compulsory  military  service  and  foster  a  true  reconciliation  and  unity  among  the 
Nicaraguan  family  in  order  to  heal  the  wounds  of  war. 

Today,  political  debate  takes  the  place  of  gunshots,  our  Branches  of 
Government  are  truly  independent  and  we  have  managed  to  subordinate  military 
authority  to  civilian  authority.  The  gigantic  army  I  inherited  has  been  transformed  to 
a  force  of  14,000  people,  the  smallest  in  Central  America.  We  have  approved  a  new 
Military  Code  that  establishes  the  national  and  apolitical  nature  of  the  army.  For  the 
first  time  in  the  history  of  our  nation,  a  head  of  the  army  abandoned  the  post 
peacefully.  We  took  the  school  textbooks  that  taught  addition  by  means  of  weapons 
and  tanks  and  replaced  them  with  books  espousing  civilian  and  patriotic  principles. 
Many  military  installations  were  transformed  into  schools  and  universities. 

The  reconciliation,  that  I  do  not  tire  of  asking  from  the  Nicaraguan  people,  has 
allowed  us  to  incoporate  in  the  National  Police,  militants  of  the  former  Nicaraguan 
Resistance.  The  armed  and  security  forces  that  formerly  carried  the  name  of  the 
Sandinista  party,  today  have  become  the  National  Army  and  National  Police. 
Thousands  of  weapons  tnat  previously  were  in  the  hands  of  civilians  have  been 
recovered,  destroyed  and  buried. 

Economic  reforms  have  put  an  end  to  a  Centralist  State.  Private  initiative  has 
assumed  the  role  and  the  challenges  that  make  it  the  main  agent  of  development. 
Since  1991,  10  new  private  banks,  one  Stock  Exchange  and  one  Commodities 
Exchange  have  been  established  in  our  country  in  a  show  of  confidence  and  the 
entrepreneurial  spirit  of  the  Nicaraguan  people.  Three  hundred  fifty  private  enterprises, 
which  constituted  close  to  30  percent  of  the  Gross  Domestic  Product,  have  been 
privatized.  We  have  been  successful  in  eliminating  the  hyperinflation  we  inherited  and 
in  maintaining  one-digit  levels  in  price  increases.  We  have  also  reduced  our  foreign 
debt  or  restrucyured  it  to  increasingly  more  flexible  terms. 

Given  the  conditions  of  poverty  I  inherited,  we  are  concentrating  our  efforts  on 
children  and  women,  who  carry  most  of  the  family  burden  in  our  country.  I  have  given 
special  priority  to  primary  education  and  preventive  health,  while  integrating 
community  participation  and  that  of  civilian  society  in  these  tasks. 

I  would  like  to  clearly  underscore  that  Nicaragua  today  has  an  economy  with 
great  potential.  For  the  first  time  in  1 1  years,  our  Gross  Domestic  Product  grew  by 
3.3  percent  in  1 994  and  this  year  we  wHI  have  a  greater  increase.  Nicaragua  now  has 
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appropriate  and  firm  legislation  for  the  protection  of  foreign  investments.  We  have 
subscribed  to  bilateral  treaties  for  the  promotion  of  investment  with  different 
countries,  including  the  United  States  of  America. 

These  important  achievements  have  only  been  possible  thanks  to  the  solidarity 
we  have  found  in  friendly  countries  that  have  not  deserted  us.  I  would  like  to 
especially  acknowledge  the  broad  bipartisan  support  that  the  United  States  has  shown 
us.  By  such  support,  you  understood  that  democracy  in  Nicaragua  is  irreversible. 
Those  who  compare  the  Nicaragua  of  the  past  with  the  Nicaragua  of  today, 
transformed  as  it  is  by  democracy,  may  appreciate  how  costly  it  has  been  to  arrive 
to  where  we  are  today.  We  need  to  continue  receiving  support  for  our  democratic 
process  in  order  to  meet  the  great  challenges  that  face  our  society  today.  We  will 
continue  strengthening  our  economic  development,  confronting  absolute  poverty  and 
perfecting  our  democratic  institutions. 

Upon  completing  my  term,  on  January  10,  1997,  I  would  like  to  leave  the 
property  issue  resolved,  which  is  one  of  the  most  difficult  and  complex  problems  that 
I  inherited  from  the  previous  regime.  The  property  issue  affected  more  than  170,000 
families  and  close  to  25  percent  of  the  arable  land  in  Nicaragua.  Today  I  can  tell  you 
that  we  have  taken  significant  steps  to  finding  solutions  to  this  situation. 

My  dear  friends: 

We  Nicaraguans  arei'entering  a  new  era  in  our  history.  We  are  heading  toward 
an  electoral  process  in  1 996  that  will  enable  us  to  take  one  of  the  most  important 
steps  in  the  consolidation  of  democracy.  The  challenge  we  face  is  to  preserve  peace, 
strengthen  justice  and  the  rule  of  law  and  further  establish  economic  and  social 
development,  eliminating  extreme  poverty  and  fighting  unemployment.  Only 
absolutely  free  and  honest  elections  can  lead  us  to  a  true  consolidation  of  democracy. 
I  call  on  the  international  community  to  support  us  in  the  diverse  aspects  of  the 
elections  we  will  be  holding  towards  the  end  of  1 996.  We  are  confident  that  we  will 
continue  to  count  on  the  support  of  the  United  States  and  the  leaders  of  the  Center 
for  Democracy. 

I  would  like  to  conclude  by  saying  that  the  bipartisan  consensus  that  the  Center 
for  Democracy  has  promoted  in  relation  to  Nicaragua  has  not  been  in  vain.  This 
celebration  of  the  Tenth  Anniversary  of  the  Center  for  Democracy  is  also  a  source  of 
great  pride  and  satisfaction  for  my  country.  I  would  like  to  offer  you  a  simple  yet 
significant  gift  of  a  destroyed  weapon,  which  symbolizes  the  peace  and  reconciliation 
of  Nicaragua.  May  God  bless  the  friendship  between  our  two  peoplesi  Thank  you 
very  much. 
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REMARKS  BY  HER  EXCELLANCY 

MRS.  VIOLETA  BARRIOS  DE  CHAMORRO 

PRESIDENT  OF  THE  REPUBLIC  OF  NICARAGUA 

AT  THE  DEPARTMENT  OF  COMMERCE 

WASHINGTON.  D.C. 

SEPTEMBER  27,  1995 


Allow  me  Mr.  Brown  to  thank  you  for  kind  invitation  to  participate  in  this  breakfast  and  the 
opportunity  to  exchange  viewpoints  on  some  areas  of  common  interest. 

During  the  last  few  years.  Central  America  has  been  making  impressive  progress  in  the  opening 
up  of  its  framework  of  trade  and  its  economies.  In  fact,  the  reduction  of  tariffs,  the  elimination  of  non- 
tariff  barriers,  economic  deregulation,  improvements  in  the  framework  of  investment  policies  and 
progress  in  the  protection  of  intellectual  property  rights,  among  others,  are  contributing  to  the 
perfection  of  our  instruments  of  integration. 

In  this  context,  it  is  important  to  highlight  accession  of  all  Central  American  countries  to  the 
Worid  Trade  Organization,  a  commitment  that  will  bring  regional  trade  norms  into  line  with  the 
disciplines  that  govern  international  trade.  This  development  also  represents  a  fundamental  step  in  the 
creation  of  the  Americas  Free  Trade  Zone,  which  is  the  objective  we  established  for  ourselves  In  the 
Summit  of  the  Americas  held  in  Miami  in  1994. 

This  set  of  policies  and  actions  is  contributing  to  a  better  commercial  growth  in  the  region;  in 
1 994  intra-regional  trade  surpassed  the  historic  levels  reached  in  the  last  decade.  Our  principal  trade 
partner  is  the  United  States,  on  the  export  as  well  as  import  levels,  thanks  to  the  Caribbean  Basin 
Initiative. 

This  success  notwithstanding,  with  the  emergence  of  NAFTA,  the  region  together  with  the 
Caribbean  countries  perceives  potential  disadvantages  as  a  result  of  a  diversion  of  trade  and 
investment.  For  this  reason,  we  support  initiatives  that  promote  NAFTA  parity  and  we  support  free 
access  of  our  products,  which  today  face  restrictions. 

Although  our  commercial  relations  show  important  growth,  they  are  not  necessarily  a  reflection 
of  the  flow  of  investments.  I  therefore,  consider  that  we  must  redouble  our  efforts  to  promote  the 
potentials  of  investment  in  Central  America. 

When  Mr.  Pablo  Pereira,  our  Minister  of  the  Economy  and  Development,  returned  from  the 
Meeting  of  Ministers  in  Denver,  he  reported  to  me  in  detail  on  two  events  of  special  importance  to  our 
country  that  took  place  in  that  city. 

1)  The  signing  of  a  Bilateral  Investment  Treaty  between  the  United  States  and  Nicaragua. 

2)  A  working  session  with  you  where  we  responded  to  your  initiative  of  holding  a  Forum 
on  Trade  and  Investment  at  the  Central  American  level  with  an  invitation  to  stage  such 
a  Forum  in  Managua. 


I  now  have  the  pleasure  of  reiterating  that  invitation  to  you  and  to  tell  you  that  in  Nicaragua 
we  will  welcome  you,  your  assistants  and  the  important  business  people  that  accompany  you,  with 
open  arms. 
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From  the  outset,  we  believe  this  event  will  be  important,  not  only  to  give  the  Bilateral 
Investment  Treaty  its  own  dimension,  but  also  to  provide  a  magnificent  opportunity  to  examine,  within 
a  Central  American  context,  concrete  perspectives  on  trade  and  investment  between  our  subregion  and 
the  United  States. 

In  this  same  vein  of  ideas,  allow  me  to  suggest  the  creation  of  a  U.S.-  Central  America 
Business  Development  Council,  a  body  that  will  promote  business  ties,  providing  the  private  sector 
with  the  major  role  befitting  it  in  our  societies. 

Mr.  Brown,  distinguished  guests. 

Central  America  is  a  region  that  has  abandoned  war  and  violence  and  has  initiated  the 
irreversible  consolidation  of  its  democracies.  I  am  proud  to  point  out  that,  toward  the  end  of  next 
year,  we  will  hold  in  Nicaragua,  the  fairest,  most  free  elections  in  our  history.  These  elections  v\nll 
mean  a  political  transition  without  interruption,  guaranteeing  our  democracy.  Pacification, 
reconciliation  and  development  have  been  the  central  themes  of  my  Government,  under  the  difficult 
circumstances  I  have  had  to  govern. 

In  my  country  we  put  an  end  to  the  hyperinflation  of  the  1 980s,  launched  a  highly  successful 
process  of  privatization,  reduced  the  foreign  debt  and  made  considerable  progress  in  the  solution  of 
the  property  issue  inherited  by  my  Government.  We  also  began  an  intensive  process  of  export 
diversification  and,  in  general,  have  laid  the  groundwork  for  a  better  transformation  of  production  with 
economic  and  social  equity.  Nicaragua  is  a  stable  country,  currently  open  to  foreign  investment  and 
willing  to  gradually  assume  the  responsibil'rties  imposed  by  economic  globalization  and  international 
competition.  Our  convictions,  our  principles,  as  well  as  our  laws  grant  complete  security  and 
protection  to  foreign  investment. 

I  invite  the  American  business  people  to  discover  Nicaragua.  Here,  among  us,  we  have 
examples  of  business  people  and  businesses  that  know  that  in  our  country  in  particular,  and  Central 
America  in  general,  significant  opportunities  for  trade  and  investment  are  taking  place. 

Come  to  Nicaragua,  Come  to  Central  America,  we  are  waiting  for  you. 

THANK  YOU  VERY  MUCH 
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November  1,  1995 


New  York  Depot  Corp 
3991  W.  Sunrise  Blvd. 
Fort  Lauderdale,  Fl.  33311 


Mr.  Roberto  Arguello 
Northern  Trust  Bank 


Dear  Roberto: 

I  am  sending  you  a  copy  of  the  letter  that  was  sent  to  my 
family  by  executives  of  the  company,  State  Communications 
of  Nicaragua,  known  as  TELCOR,  who  have  in  their  possession 
a  piece  of  land  stolen  from  me,  and  which  has  been  used  by 
them  for  the  last  ten  years.   I  have  been  negotiating  with 
them  for  the  return  of  this  property,  but  all  of  my  efforts 
have  been  fruitless. 

I  want  to  explain  that  this  land  is  located  in  Santo  Thomas, 
Chontales,  where  TELCOR  has  constructed  a  small  building 
that  at  present  houses  their  regional  office  and  communicat- 
ion equipment. 

I  have  made  every  possible  effort  for  its  return,  personally 
travelling  to  Nicaragua,  and  others  through  my  brothers  who 
live  in  Nicaragua,  but  all  of  these  efforts  have  been 
un-successf ul .   The  only  answer  they  have  given  me  is  to  offer 
to  pay  me  25%  of  the  property's  value,  and  as  I  have  refused 
this,  TELCOR  has  now  sent  this  letter  threatening  me  with  the 
confiscation  of  my  property. 

It  is  sad  that  at  this  time,  the  government  of  Nicaragua  has 
adopted  this  attitude,  that,  not  only  will  they  not  return 
our  property,  but  as  I  will  not  accept  their  offer  of  a 
devalued  price  they  are  now  menacing  me  with  the  confiscation 
of  my  property. 


With  kind  regards  from  your  friend, 


TRANCIA  C.  ECIMVARWA 

MyCommExp.8/17/9* 
I  Bonded  By  Service  Ins 
No.  CC489394 

9  NcJ  /^^ 


no 


Juigalpa  Chontales 
6  October  1995 

Mr.S.  Mrs. 

Jose  Andres  Peralta  Sequeira 

Esther  Mairena  de  Peralta 

Santo  Tomas,  Chontales. 

Dear  Mr.S,  Mrs.  Peralta: 

On  repeated  occasions  we  have  sent  you  messages  through  our 
office  manager  in  Santo  Tomas,  Mr.  Ramon  Pena  Rodriguez,  to 
come  to  our  offices  in  Juigalpa,  without  having  received 
any  reply  up  to  this  date. 

Your  presence  for  us  is  of  the  utmost  urgency  to  legalize  the 
title  to  the  property  with  the  building  constructed  by  this 
institution  for  the  installation  of  its  administrative  office 
and  telephone  exchange. 

It  should  be  made  clear  that  the  legalization  of  the 
properties  of  our  institution  is  part  of  an  overall  process, 
now  almost  completed,  and  for  this  reason,  if  you  do  not 
present  yourselves  within  a  month  from  this  date,  we  will 
assume  that  there  is  no  longer  any  interest  on  your  part  in 
this  property,  and  we  can  therefore  proceed  to  carry  out  the 
corresponding  legalization,  in  accordance  with  the  Civil  Laws 
of  this  country. 

Awaiting  your  reply,  we  remain. 

Cordially, 

signed 

Dr.  Otto  Moj ica  Rios 
Delegate  to  the  Minister 
of  TELCOR  V  Region 

c.c.  Roddy  Gonzalez   Martinez     Region  Coordinator 
Legal  Adviser  TELCOR  Managua 
Office  Head  Sto.  Tomas 
File. 

F (»u^j)2)  Bonded  By  Service  Ins 
\  v»U8Ucy  /    NO.CC489394, 

llfMiljKluin       rfOtolO 


Ill 


Miami, Fl;  November  4,1995 


Mr.  Roberto  firguello 
Miami, FL 


RE:  Nicaragua:  Broken  agreements  to  return  property 


Dear  Roberto: 

I  was  informed  that  you  would  testify  before  the  Subcommittee  on 
Western  Hemisphere  fiffairs  of  the  Committee  On  Foreign  Offairs 
House  of  Representatives  and  as  a  U.S.  citizen  whose  family  has 
lost  properties  in  Nicaragua  we  are  looking  for  your  help.  Ue 
would  like  to  advise  that  the  Nicaraguan  Government  is  reneging 
on  agreements  made  in  June  of  this  year  for  return  or  compensa- 
tion of  U.S.  property.    The  agreements  were  made  to  avoid  for- 
feiting the  U.S.  aid. 

In  January  1995  we  presented  to  the  U.S.  Embassy  in  Nicaragua  cop- 
ies of  claims  to  the  Nicaraguan  Government  for  properties  that 
belong  to  us  and  ORE  REGISTERED  IN  THE  GOVERNMENT'S  NOME  TODAY. 

1.-  House.-  It  is  built  on  two  lots  Registry  Numbers  #65.005  and 
#4&. 489,  of  which  #&5. 005  is  in  the  family's  name  but; 
#46.469  is  REGISTERED  IN  THE  NICORftGUON  PIRMY' s  name  and  when 
we  presented  our  claim  the  Ormy  said"to  find  a  solution  where 
to  move  the  Institute  of  History  that  occupies  it  and  the 
ftrmy  would  give  us  back  our  house".   This  house  is  being  used 
by  an  institute  of  archives  whose  head  is  father  Xavier  Go- 
rosteaga.   fit   the  end  of  June  1995,  Dr.  Emilio  Pereira  ft.. 
Minister  of  Finance  informed  us  the  Government  had  reached  a 
verbal  agreement  with  Mr.  Gorosteaga;  but  I  was  not  informed 
the  details  of  the  agreement  and  this  agreement  between  them 
was  signed  in  July  1995.   In  June  30,1995  our  family  and  Dr. 
Pereira  signed  an  agreement  and,  part  of  it  is  that  the  Go- 
vernment shall  return  our  house  as  shown  in  the  pictures 
taken  by  me  in  October  21,  1994.   Uie  found  out  the  agreement 
with  the  institute  says  they  shall  vacate  our  house  not  later 
than  January  1996;  therefore  we  have  expressed  to  some 
officials  at  the  Ministry  of  Finance  that  we  are    willing  to 
wait  until  January  1996  to  receive  the  posession  of  our  house 
physically  and  as  shown  in  the  pictures  dated  Oct.  21st., 1994 

Now  the  Nicaraguan  firmy  is  waiting  for  the  written  request 
from  the  Ministry  of  Finance  to  make  the  Deed  to  give  us  back 
our  house  legally  and  this  has  been  the  status  for  more  than 
sinty  days. 
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£.  -  Property  #£(3.886  is  being  occupied  by  the  Nicaraguan  Electri- 
ical  (Power)  Company  "ENEL"  and  it  belongs  to  a  corporation 
that  was  never  confiscated  and  whose  shareholders  are  three 
members  of  our  family.   On  June  3IZIth,  1995  we  signed  an  agree- 
ment with  Dr.  Erailio  Pereira  fi. ,  Minister  of  Finance  and  the 
Government  accepted  to  pay  the  property  with  US  Dollars  for 
an  amount  that  we  agreed  over  the  phone.   After  more  than  3 
months  we  are    waiting  for  the  payment.   The  agreement  also 
includes  that  if  ENEL  can't  pay  the  just  price,  then  we  can 
rent  it  for  an  specific  amount  during  three  years  and  nego- 
tiating a  better  payment  for  us  and  a  longer  period  after  the 
third  year. 

I  am  enclosing  photocopies  of  the  two  letters  signed  by  me  and 
and  accepted  by  Dr.  Emilio  Pereira  0.,  Minister  of  Finance  of 
Nicaragua.  Copies  of  all  these  letters, etc. ,  are  in  the  hands  of 
the  U.S.  Embassy  in  Managua,  Nicaragua. 

The  Nicaraguan  Government  has  informed  our  Government  through  the 
U.S. Embassy  that  the  two  cases  have  been  resolved;but  that  is  not 
true.  They  were  very  eager  to  sign  the  agreements  by  June  30,1995 
in  order  to  receive  the  U.S.  aid  and  grants;  but  now  that  the  Go- 
vernment has  received  the  approval  from  the  State  Department  and 
this  Administration,  the  Nicaraguan  Government  is  not  doing  any- 
thing to  settle  the  two  cases. 

After  June  30,1995  I  have  made  five  trips  to  Nicaragua  to  no 
avail.  It  is  because  of  this,  that  I  am  writing  to  you  asking  for 
your  help  in  solving  our  situation  by  presenting  our  cases  to  the 
Committee. 

My  family  and  I  thank  you  for  your  attention  to  this  letter  and 
your  help  in  solving  our  problem  in  Nicaragua. 

Sincerely, 


S.W.  139th.  Terrace 
Miami, FL  33158 
Phone:  <305)  £38-4880 
FAX:  (305)  £55-8565 
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NICARAGUA  DEFAULTS   ON 

AGREEMENT  WITH   UNITED    STATES: 

ASSEMBLY   APPROVES    LAW 

"LEGALIZING"    CONFISCATION   OF 

AMERICAN   CITIZENS '  PROPERTY 

FOR  IMMEDIATE  RELEASE:  NOVEMBER  6,    1995 

CONTACT:    PATWKaAS.SOLLOCK      PAPER:  l-aOO-TW-TOW 

PHONE:  (»01l4«9-m2       FAX  :  (i01)4«»-TW4 

The  "Waahington  Coalition  Againat  Property  Confiscation  in  Nicaragua" , 

spearheaded  by  Patricia  Solorzano-Sollock,  Chair  of  the  Montgomery 
County  Human  Relations  Commission,  Rockville,  Maryland,  in  collaboration 
with  affected  parties  in  the  U.S.  and  Nicaragua,  denounces  a  law, 
approved  by  the  Nicaraguan  Assembly,  that  "legalizes"  the  confiscation 
of  American  and  Nicaraguan  citizens 'property. 

Since  President  Violeta  Chamorro  took  office  in  1990,  hundreds  of 
American  and  Nicaraguan  citizens  have  been  unsuccesfully  struggling  to 
recover  their  confiscated  properties  in  Nicaragua.  Chamorro,  upon 
assuming  power  and  following  the  Sandinistas'  footsteps,  continued  the 
illegal  distribution  of  property  referred  to  as  the  "Pinata".   Such 
blatant  theft  devastated  many  who  expected  a  "democracy"  from  her 
government.  Five  years  later,  owners  are  still  fighting  to  recover 
properties/businesses  which  constitute  many  family's  sole  source  of 
income  and  livelihood.   A  Congressional  hearing  about  Nicaragua  is 
scheduled  for  November  8,1995,  in  Washington,  D.C. 

The  U.S.  has  broken  its  own  law,  Hickenlooper  and  Gonzalez,  section  620 
(e)  of  the  Foreign  Assistance  Act,  which  dictates  that  the  U.S.  should 
not  provide  any  assistance  to  nations  which  do  not  respect  the  property 
rights  of  American  citizens  and  businesses.  Nicaragua  circumvented  this 
law  by  committing  to  the  protection  of  foreign  investment  and  economic 
growth.   Pretending  wholehearted  commitment,  Nicaragua  has  manipulated 
the  U.S.  into  granting  waivers  for  continued  aid  and  has  been  the 
recipient  of  over  a  billion  dollars  in  direct  assistance  and  debt  relief 
from  the  U.S. in  the  last  five  years.   This  assistance  has  been 
continuously  justified  by  alleged  reports  from  the  U.S.  Ambassador  to 
Nicaragua,  John  Maisto,  and  the  U.S.  Department  of  State,  that  the 
property  issue  has  been  progressing  despite  protests  from  U.S.  and 
Nicaraguan  citizens  who  have  produced  evidence  to  show  the  contrary. 

The  Coalition  denounces  the  U.S.  Department  of  State  for  acting  on 
behalf  of  the  Nicaraguan  government  and  for  demonstrating  a  total 
disregard  for  U.S.  citizens  who  have  repeatedly  provided  evidence  to 
prove  (1)  that  Nicaragua  has  not  been  forthcoming  in  its  intent  to 
return/compensate  for  confiscated  properties;  (2)  that  the  Nicaraguan 
government  has  not  even  begun  to  negotiate  cases  they  claim  are  in  the 
"final  stages"  of  resolution;  (3)  that  there  was  and  continues  to  be 
misuse  of  foreign  aid  in  Nicaragua.   Names  and  specific  situations  to 
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unquestionably  prove  this  blatant  misuse  of  foreign  aid  have  been 
offered  to  both  the  U.S.  Ambassador  and  the  U.S.  Department  of  State. 
However,  this  information  has  never  been  acknowledged  and  when  citizens 
have  attempted  to  follow  up,  their  claims  have  met  def ensiveness, 
disdain,  and  minimization. 

Indifference  to  the  rights  of  American  citizens  in  Nicaragua  has  been 
overt  and  callous.   When  Former-President  Carter  was  to  lead  a  meeting 
in  Nicaragua  to  plan  for  the  resolution  of  properties.  Ambassador  Maisto 
did  not  even  think  of  a  mechanism  whereby  all  confiscated  American 
citizens  could  be  informed  about  this  event,  nor  suggested  for  them  to 
at  least  submit  questions  or  concerns  for  inclusion  in  the  meeting's 
agenda.   The  number  of  Sandinistas,  Nicaraguan  officials  and  other 
government  entities  attending  this  meeting,  was  totally  disproportionate 
to  the  one  token  confiscated  citizen  who  was  asked  to  participate. 

Despite  the  U. S. Department  of  State's  denial  of  our  claims  that 
Nicaragua  was  not  committed  to  returning  confiscated  properties,  five 
years  later  we  are  proven  correct  with  the  bombshell  news  that  the  their 
Assembly  has  approved  the  legalization  of  property  confiscations. 

The  Coalition  reiterates  what  confiscated  citizens  have  attempted  to 
tell  the  U.S. Congress  for  the  last  five  years,  that  President  Chamorro's 
government  has  never  truly  been  committed  to  a  democracy,  nor  to 
fostering  free  market  and  economic  growth.  Therefore,  by  the  Nicaraguan 
Assembly  having  approved  this  law,  we  feel  vindicated  in  our  outrage 
towards  this  action  which  is  in  total  violation  of  all  civil,  human  and 
constitutional  rights  as  well  as  in  violation  of  all  international 
property  laws.   Bluntly,  Nicaragua  has  betrayed  the  U.S.  by  defaulting 
on  its  agreement  to  protect  and  foster  private  investment,  free  market 
and  economic  growth. 

Furthermore,  since  this  law  is  in  violation  of  all  principles  for  which 
the  United  States  stands,  the  Washington  Coalition  seeks: 

(1)  That  the  U.S.  condemn  this  law  approved  by  the  Nicaraguan  Assembly; 

(2)  That  the  U.S.  impose  the  Hickenlooper  &  Gonzalez  law  until  all 
confiscated  properties  are  returned  and  justly/fairly  compensated; 

(3)  That  the  U.S. Congress  reconsider  the  Helms-Burton  Amendment  to 
grant  U.S.  citizens  legal  recourse  against  individuals  who 
confiscate  their  property  or  businesses  and  to  show  the  world 
that  violation  of  U. S . citizens '  rights  will  meet  zero  tolerance; 

(4)  That  reports  on  "resolved"  property  claims  be  submitted  monthly  to 
the  Senate  Committee  on  Foreign  Relations,  the  Washington  Coalition 
Against  Property  Confiscation  in  Nicaragua  and  other  interested 
parties  to  assess  veracity  of  reports; 

(5)  That  the  U. S .Congress,  not  the  U.S.  Department  of  State,  be  given 
sole  authority  to  evaluate  progress  in  Nicaragua  and  to  grant  future 
waivers  for  assistance  based  on  true  resolution  of  property  claims; 

(6)  That  the  U.S. Congress  conduct  an  investigation  as  to  why  Ambassador 
Maisto  and  the  U.S.  Department  of  State,  rushed  to  ignore  claims  of 
foreign  aid  misuse  in  Nicaragua,  and  did  not  even  attempt  to  meet 
with  U.S.  citizens  who  offered  supporting  evidence  and  proof; 

(7)  That  the  American  people  be  informed  of  the  millions  of  dollars  that 
the  United  States  has  awarded  to  Nicaragua  in  the  last  five  years,  a 
country  violating  all  principles  of  a  democracy,  at  the  expense  of 
national  program  cuts  and  of  U.S.  taxpayers  money. 

NOTE:  Supporting  documents  are  available. 
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U.S.  Prods  Nicaragua  on  Seized  Land 


By  LARRY  ROHTER 

MANAGUA.  Nicaragua  —  From 
ihe  day  she  look  office  five  years 
ago,  President  VIolela  Barrios  de 
Chamorro  has  struggled  with  ihe 
Ihomlest  problem  she  Inherited 
from  the  Sandinisia  National  Libera- 
tion Front;  how  to  reimburse  the 
owners  of  the  thousands  of  houses, 
farms  and  factories  that  her  prede- 
cessors seized  as  part  of  their  pro- 
gram of  social  revolution. 

Some  2.200  cases  have  been  re- 
solved and  more  than  {260  million  In 
bonds  Issued  to  former  property 
owners. 

But  now  the  United  States  Con- 
gress, dissatisfied  with  the  pace  at 
which  the  Chamorro  Government  Is 
compensating  Americans  who  have 
claims  to  confiscated  properties.  Is 
threatening  to  cut  off  aid  to  Nicara- 
gua. That  could  be  a  severe  problem 
in  a  country  whose  economy  has  Just 
started  to  recover  from  a  decade  of 
civil  war  between  the  Sandinistas 
and  American-backed  rebels. 

The  get-lough  attitude,  champi- 
oned by  Senator  Jesse  Helms,  the 
Republican  from  North  Carolina 
who  is  chairman  of  the  Senate  For- 
eign Relations  Committee,  and  Rep- 
resentative Robert  Torricelli,  a  New 
Jersey  Democrat,  has  been  encour- 
aged by  the  property  owners  them- 
selves, hundreds  of  whom  fled  to  Ihe 
United  States  and  became  American 
ciUiens  when  the  Sandinistas  were 
In  power. 

"We  are  now  U.S.  citizens,  paying 
taxes,  and  we  don't  see  why  our 
money  should  go  to  this  country." 
said  Luis  Raul  Cema.  a  leader  of  the 
Association  of  Bondholders,  one  of 
several  groups  thai  represents  own- 
ers of  confiscated  properties.  "1 
want  the  U.S.  Congress  to  tell  the 
NIcaraguan  Government  that  In  or- 
der to  get  more  aid.  they  must  obey 
the  law." 

Nicaraguan  officials  say  they  are 
dealing  with  the  claims  as  quickly  as 
they  can  under  difficult  and  confus- 
ing circumsunces.  and  they  have 
been  pleading  with  the  United  States 
10  be  patient 

They  point  out  that  many  of  the 
properties  were  seized  without  legal 
formalities,  creating  a  welter  of  con- 
flicting claims  and  land  titles  that 
have  overwhelmed  the  courts  here. 
"It  is  not  that  there  Is  no  political 
will  to  solve  this  problem."  Foreign 
Minister  Ernesto  Leal  Sinchez  said 
In  an  interview  here  shortly  before 
heading  to  Washington  to  argue  Nic- 
aragua's case.  "It  is  that  the  prob- 
lem Is  complex  and  immense." 

To  avoid  a  cutoff  of  aid.  the  Clinton 
Administration  must  certify  by  July 
31.  as  II  has  In  the  past,  that  Nicara- 

Igua  has  shown  progress  in  resolving 
the  property  issue  and  in  correcting 
human  lights  abuses,  or  ehe  grant  a 


special  waiver. 

But  Congress  is  considering  legis- 
lation that  would  remove  that  au- 
thority from  the  President  and  place 
Nicaragua's  fate  in  the  hands  of  a 
hostile.  Republican-dominated  Con- 
gress. 

"They've  got  to  show  continued 
progress,  and  progress  has  slowed," 
Mr.  Torricelli  said  in  a  telephone 
interview.  "This  is  a  new  Congress, 
and  we  could  Just  cut  off  aid." 

American  aid  to  Nicaragua,  In  the 
form  of  grants,  loans,  credit  and  debt 
forgiveness,  has  totaled  more  than 
{I  billion  since  Mrs.  Chamorro  took 
office,  but  has  been  declining  and 
this  year  Is  less  than  $30  million. 

Officials  here  say  that  what  most 
alarms  them  Is  a  provision  in  the 
Helms-sponsored  bill  that  In  the  ab- 


A  problem  left  by 
the  Sandinistas 
vexes  Managua. 


sence  of  certification  would  force  the 
United  States  to  vote  against  loans  to 
Nicaragua  In  the  World  Bank  and 
the  Inter-American  Development 
Bank. 

Nicaraguan  Government  figures 
show  about  3.000  claims  that  have 
yet  to  be  resolved,  and  the  United 
Stales  Embassy  here  calculates  that 
about  1. 100  of  those  Involve  Ameri- 
can citizens.  The  confiscated  proper- 
ties Include  family  homes  and  farms 
and  ranches  amounting  to  a  quarter 
of  the  arable  land  In  this  country  of 
4.5  million  people,  and  also  factories, 
stores,  machinery,  mines  and  quar- 
ries and  even  shopping  malls. 

To  satisfy  all  of  the  property 
claims,  the  Nicaraguan  Government 
estimates  that  it  must  raise  a  total  of 
$650  million.  That  amount,  more 
than  double  the  site  of  Nicaragua's 
foreign  reserves  and  equal  to  two 
years'  worth  of  the  country's  ex- 
poru.  Is  expected  to  be  raised 
through  the  privatization  of  state- 
owned  enterprises  like  the  national 
telephone  and  electricity  utilities. 

Legislation  to  privatize  Telcor.  the 
state  telephone  company,  and  use 
the  proceeds  to  pay  off  property 
claimants  Is  pending  In  the  Nicara- 
guan Parliament  But  Mr.  Torricelli 
challenged  the  seriousness  of  that 
effort,  saying:  "We've  been  through 
this  discussion  before.  There  are 
more  imaginative  ways  to  resolve 
some  of  these  cases." 

Emilio  Pereira.  Nicaragua's  Min- 
ister of  the  Economy,  said  one-third 
of  the  claims  for  compensation  had 
been  filed  by  associates,  partners 
and  supporters  of  the  Somoza  family 


dictatorship,  which  was  overthrown 
by  the  Sandinistas  16  years  ago.  The 
same  group,  he  said,  accounts  for 
half  of  the  claims  that  have  been 
settled. 

"They  have  the  money  and  the 
lawyers  to  be  first  in  and  first  out," 
Mr.  Pereira  said  "They  were  the 
first  to  get  American  citizenship  and 
the  first  to  pressure  Congress." 

Much  of  the  land  the  Sandinistas 
confiscated.  Initially  from  the  So- 
moza family  and  then  later  from 
others  considered  unfriendly,  was 
turned  Into  agricultural  coopera- 
tives or  given  to  squatters 

More  than  170.000  families,  most 
of  them  poor  peasants  or  refugees 
from  the  violence  of  the  I980's  who 
settled  on  the  edge  of  Managua  and 
other  cities,  now  live  on  such  parcels, 
though  most  are  still  waiting  for 
formal  properly  titles 

The  issue  is  further  complicated 
by  the  desire  of  many  property 
claimants  to  return  to  their  homes 
rather  than  accept  compensation. 
Bayardo  Arce,  a  Sandinisia  com- 
mander, and  the  Cuban  Embassy 
moved  into  houses  owned  by  the 
family  of  Roberto  ArgUello,  presi- 
dent of  the  Nicaraguan-American 
Bankers  Association,  a  situatlcn  the 
family  still  finds  difficult  to  accept 
"Even  though  In  terms  of  your 
overall  net  worth  a  house  may  mean 
nothing,  99  percent  of  those  who  had 
houses  taken  away  want  them  back 
because  they  have  such  sentimental 
value."  said  Mr.  ArgUello.  who  now 
lives  in  Miami.  "That's  where  you 
were  twrn  and  played  and  saw  your 
father  kissing  your  mother.  It  repre- 
senu  family,  values,  tradition." 

In  addition,  many  of  those  already 
compensated  with  bonds  are  unhap- 
py because  the  bonds  are  now  worth 
only  about  15  percent  of  face  value. 
"The  bonds  are  a  joke  right  now." 
Mr.  Cerna  said.  "The  Government 
has  broken  Its  covenant  and  reneged 
on  Its  guarantees." 

But  several  officials  here,  like 
Luis  Humberto  Guzman,  the  Speak- 
er of  Parliament,  say  there  Is  little 
legal  Justification  for  United  States 
involvement  in  the  controversy. 
Though  many  claimalnts  are  now 
American  citizens,  international  law 
regards  them  as  Nicaraguans.  offi- 
cials contend,  because  that  was  their 
nationality  when  the  properties  were 
confiscated. 

The  Stale  Department  said  the 
American  Embassy  here  "offers  as- 
sistance regardless  of  when  or  how  a 
claimant  acquired  United  States  citi- 
zenship." But  II  acknowledged  that 
"principles  of  International  law  limit 
the  ability  of  the  United  States  to 
"espouse.*  or  formally  assume  as  Its 
own.  the  claims  of  persons  who  are 
not  United  Sutes  citizens  at  the  time 
their  property  was  confiscated." 
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